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CONDITIONS OF LIFE INSURANCE IN 3901 


Largely Increased Writings For the Year — Varied Methods of Compensating Agents — The 
Direction of Competition in the Future — Companies Cannot Initiate Reforms, 


In the year 1900 the amount of new in- 
surance written by standard American 
life insurance companies was slightly un- 
der $1,500,000,000. It is probable that dur- 
ing 1901 the same companies will exceed 
the writings of last year by at least $200,- 
000,000. In other words, the achievements 
during the present year will, from this 
point of view, excel anything in the pre-~ 
vious history of American life insurance. 
The present indications are that all of the 
standard companies will substantially in~ 
crease their writings as compared with 
last year, with possibly one or two ex- 
ceptions due to special causes, but the 
great bulk of the increase will undoubt- 
edly be made by the seven leading com- 
panies, which last year placed about two- 
thirds of the total business written: 
namely, the Equitable, Mutual, New York 
Life, Northwestern, Metropolitan, Pru- 
dential and Penn. 

Life insurance, in its various forms, was 
never so popular with the American pub- 
lic as it is today, and it was never so easy 
for men of brains and capacity to sell 
contracts of standard companies. It is 
true that competition has increased and 
that the best men in the business do not 
always reap all of the legitimate rewards 
of their efforts. 

The number of men employed in the 
field is rapidly multiplying. It is under- 
stood that the New York Life now has 
an agency force in the neighborhood of 
15,000 men. This is far in excess of the 
number employed by any other company, 
but it is indicative of recent developments 
in the sale of life insurance. The com- 


pany is undoubtedly producing more new 
insurance than any other. Under its 
present management it has introduced 
many novel and important changes in its 


methods of field management. Its 


achievements of late years, in certain di- 
rections, have been truly remarkable. Be- 
yond this it is difficult to say what the 
ultimate effects will be upon the com- 
pany’s economy of management and upon 
the business of life insurance as a whole. 
In respect to new business it may be said 
that last year the company wrote $299,- 
000,000, of which $232,000,000 was reported 
as cash-paid business. It is anticipated 
that the company will write this year 
considerably over $300,000,000 of new busi- 
ness. 

The action taken by the Equitable Life 
some two years ago in respect to the com- 
pensation of agents has attracted even 
more widespread attention in the insur- 
ance world. This involved a reduction in 
first years’ commissions to 50 per cent. 
or less, an increase of renewals to a lib- 
eral figure, and the discontinuance of 
bonus offers to agents. The action taken 
was radical and distinctive as compared 
with other companies. Since its inaugu- 
ration it has been steadily maintained for 
two years without any apparent adverse 
effects upon the productive capacity of 
the company’s agency force. Last year 
it wrote more new insurance than it did 
the previous year, and it is understood 
that indications point to the placing of 
some $50,000,000 more during 1901 than in 
1900. ‘ 
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It learned that upon January ist an- 
other one of the great companies, the Mu- 
tual Life, will take a distinctive stand in 
respect to methods of producing new 


business. It proposes after that date to 


replace its present general agencies with 
salaried managers as rapidly as consist- 
ent with the rights held by general agents 
under existing contracts. Each territory 
in which the company does business will 
then be in charge of a salaried manager 
whose interests are exclusively identified 
with those of the company. He will have 
supervision over the sub-agents and soli- 
citors who sell the company’s policies. 
These sub-agents’ will be compensated 
strictly upon a brokerage basis, a liberal 
commission being paid during the first 
year without renewals, all renewal inter- 
ests reverting to the company. This plan 
of compensation has been carefully con- 
sidered by the management, and has al- 
ready been tried in an experimental way 
sufficiently to convince the company that 
its interests will be best promoted by this 
system of field control and remuneration 
to agents. It is diametrically opposed to 
the plan of compensation inaugurated by 
the Equitable Life and is also essentially 
different from that pursued by the New 
York Life, which maintains salaried man- 
agers and compensates its agents upon 
the basis of a fairly liberal commission 
during the first year and a future contin- 
gent interest in an annuity fund estab- 
lished by the company for the purpose. 

Much has been said of recent years in 
regard to more uniform methods of com- 
pensation to agents, but the situation in 
this respect was never so varied as it is 
today. It may be said with emphasis 
that the promise of uniformity is ex- 
tremely remote. In the past, life insur- 
ance has distinguished itself (some hold 
not very wisely) by attempting to stimu- 
late competition and facilitate the sale of 
contracts by the adoption of special fea- 
tures, mainly through the liberalization 
of policy conditions. This form of compe- 
tition appears, however, to have reached 
its limit and has been superseded, in some 
respects, by a diversification in the out- 
ward form of the contract sold. But this. 
too, cannot long furnish the necessary 
stimulation. 


It may be pertinently asked what form 
the competition of the future between 
life insurance companies will take. We 
eliminate from consideration, the question 
of the cost of insurance. That is and al- 
ways has been the ground upon which 
the bulk of the policies are offered to the 
insuring public. 

As shedding some light upon the situa- 
tion, we desire to quote the following 
statement made by a prominent company 
official, who is a close observer of agency 
conditions. He says: 

“The agents of the companies own the 
business of those companies. They make 
it, and directly or indirectly they contro} 
it. No management would avow this to 


_ you, since such an admission would be a 


derogation of his authority. Nevertheless 
I esteem it to be a fact. As the agents 
have created the business in whole or 
part, so it rightfully belongs to them— 
enough to represent their share. The pol- 
icyholder is theoretically consulted, prac- 
tically he is not. If there is anything 
amiss the policyholder is the man to cure 
Bhs 

Here is a proposition which is certainly 
a suggestive one—one which has never 
before been publicly expressed, and yet 
we believe that it reflects, as indicated, a 
prevailing opinion in regard to the situa- 
tion. And if it be true, then is it not a 
fact that the management of each com- 
pany is competing, not for the indirect 
patronage of the public, but for the busi- 
ness which the agent controls? And if 
this be a fact, we then have an adequate 
explanation as to why the forms of com- 
pensation to agents are today so vary- 
ing, and we have also revealed the direc- 
tion which future competition between 
the companies will take. 

An Official attached to one of the great 
companies makes this statement in re- 
gard to compensation: ‘‘The question of 
the best methods of compensating agents 
is one that can be best answered by the 
experience of each company, and it is not 
probable that any uniform system, how- 
ever excellent, can be adopted so long as 
clever managers and clever agents are 
the parties in interest.’”’” The officer of 
one of the conservative companies also 
expresses the same thought in a different 


way. He says: “There seems to be no 
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unanimity of opinion as to the most equit- 
able and satisfactory method of compen- 
sating agents and solicitors and probably 
never will be. The same conditions and 
plans do not obtain in any two companies, 
and the peculiarities of each must always 
be a ruling factor in the relative value of 
kind and volume of business te the com- 
pany.” 

While human nature in the agent is 
the same whether he is employed by one 
company or another, yet it is undoubtedly 
true that conditions in different compan- 
ies or in the same company may vary, 
and that uniform methods of handling 
cannot be successfully adapted to all cir- 
cumstances. This, however, is but an- 
other way of saying that the exigencies 
of competition; the desire of each 
company to attract to its employ and hold 
good producers, is the essential cause for 
the present widespread diversity in meth- 
ods of compensation. How soon the po- 
tency of this diversification as a factor 
in competition will disappear, we are un- 
able to say, but we feel certain that it is 
only a question of time when steps will 
be taken between two or more compan- 
ies to eliminate competition on commis- 
sions. It is not impossible that such an 
agreement will be brought about 
through the instrumentality of the agents 
themselves. The suggestion, however, is 
not one which is likely to materialize in 
the near future, and we merely express it 
as a conviction gained from general ob- 
servation. 

There is another suggestion which we 
would like to emphasize in this connec- 
tion. We have quoted from the state- 
ment of a company official who expresses 
the. opinion that the agent controls the 
business and that reform in agency com- 
pensation rests with the purchasers of 
life insurance policies, who may bring 
pressure to bear upon the agent; in other 
words, that the company is not the ini- 
tiatory force in reform, but the policy- 
holder, and that between the policy- 
holder and the company is the agent and 
that change must come from the policy- 
holder through the agent to the company. 

It seems to us that this statement of 
the situation is a sound one, and coming 
from the officer in question is doubly im- 
portant, for he is one whom, if we mis- 


take not, has in the past entertained the 
opinion that it was possible for each com- 
pany, acting upon its own initiative, to 
effect reform in its own agency forces. 
Of this, however, we are not positive. 
Nevertheless, in all public expressions on 
the question of reform up to date, the re- 
sponsibility for practices needing reform 
has been placed upon the company. 

It is extremely difficult to say whether 
the responsibility for these practices ac- 
tually rests with the companies or the 
agents. Individual instances can be cited 
to prove both contentions, but it is cer- 
tainly true that no company can initiate 
a radical change in compensation without 
the consent of its agents, unless it is 
willing to largely curtail the amount of 
business transacted. 

We believe that if any permanent re- 
form in regard to agency compensation 
is to be introduced into the business of 
life insurance, it must come through the 
interposition of the agents, acting under 
the pressure of public opinion. It is be- 
cause we believe this that we have con- 
tinuously urged upon agency organiza- 
tions the wisdom of legislating upon 
these questions. We are convinced that 
it is merely a question of time when they 
will be faced by the expediency of so 
doing. 

It is self-evident that the companies de- 
sire to do their business at less cost. 
They will not voluntarily, except under 
the stimulus of some powerful self-inter- 
est, increase the expense of producing 
business. It would be foolish to say that 
the companies were paying high commis- 
sions merely for the pleasure of so do- 
ing. They do so solely to meet the eco- 
nomic demands of competition in the 
agency field, and those conditions are 
created by the agents themselves. 

We will even go further and say that 
the policyholder is the one primarily re- 
sponsible. The expense of transacting 
life insurance is determined by the facil- 
ity with which the contracts can be sold, 
and the attitude of the public towards 
life insurance must, in a very large 
measure, determine that facility, and this 
fact determines the ratio of compensa- 
tion which an agent must obtain in order 
to produce enough income to represent 
his standard of living. 





NEBRASKA ANTI-COMPACT DECISION 





Scope of the Court’s Decree — Important But Not Conclusive Findings — Adverse Legislation 
Must Be Fought Through Public Opinion and not the Courts 





On September 28, the United States 
Circuit Court for the district of Nebraska 
rendered a decision declaring the anti- 
compact law of that state unconstitu- 
tional. At the time it created a distinct 
sensation in fire insurance circles. An 
opinion prevailed quite generally that the 
whole situation in respect to anti-compact 
legislation in western and southern states 
was changed by its breadth and scope; 
but as the decision has been more care- 
fully analyzed and better understood it 
has lost some of its importance as a de- 
fensive measure against adverse legisla- 
tion. 

We do not mean to say by this that the 
decision is without force, because the 
declarations made by the court are ex- 
tremely important, and the same may be 
said of its analysis of the conditions ob- 
taining under anti-compact legislation. 
It does not, however, appear to furnish 
an efficient weapon which the companies 
can use in self-defence against anti-com-~ 
pact legislation. In other words, import- 
ant as it is, it does not relieve the com- 
panies of the necessity of fighting antli- 
compact legislation by means of public 
opinion, rather than through the courts. 

In 1897, the legislature of Nebraska 
passed two statutes, one a general anti- 
trust law prohibiting fire insurance com- 
panies from agreeing as to prices for in- 
surance, and another, an anti-compact 
law, more extreme in its application than 
that of another state, with the exception 
of Iowa. Its terms were as follows: 

“Any combination or agreement made 
or entered into by or between two or 
more fire insurance companies insuring 
property against casualty from the ele- 
ments, transacting business within this 
state, or between the officers, agents or 
employees of any such companies, relating 
to the rates to be charged for insurance, 
the amount of commission to be allowed 


agents for procuring insurance, or the 
manner of transacting the business of fire 
insurance within this state, is hereby de- 
clared to be unlawful; and any such com- 
pany, officer or agent violating this pro- 
vision shall be guilty of a misdemeanor, 
and on conviction thereof in any court 
having jurisdiction, shall pay a penalty 
of not less than one hundred dollars, nor 
more than five hundred dollars for each 
offense, to be recovered for the use of the 
permanent school fund in the name of the 
state.” 

It will thus be seen that the companies 
and their agents were prohibited from 
effecting an agreement of any nature 
whatever relating to the transaction of 
the business. 

Prior to the enactment of these laws 
fire insurance rates in Nebraska were 
made on the bureau plan, one Hartman 
being employed as a rate-maker. The 
companies agreed among themselves to 
observe the rates so made. Subsequently 
this form of bureau rating was contin- 
ued, except that there was no agreement 
between the companies in regard thereto. 

A number of companies doing business 
in the Nebraska sought to enjoin the 
state officials from enforcing upon them 
the provisions of these laws, on the ground 
that they were in conflict with both state 
and federal constitutions. The decision 
is rendered upon this petition. 

The court decided that the general anti- 
trust law is unconstitutional because 
it prohibits the right of contract, and 
also because it exempts labors unions 
organized to control the price of labor. 
Judge McPherson, who writes the de- 
cision, says that if this anti-trust law 
is valid, “two or more men in the same 
line of business in the same town or vil- 
lage, cannot form a partnership, if it 
tends to maintain prices. They must con- 
tinue, each for himself, until one or the 
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other or both are déstroyed. Neither 
can a stock corporation be maintained by 
two or more, if by so doing the price is 
maintained.” Concerning the other un- 
constitutional feature of the law, he says: 
“Unorganized labor must pay the penal- 
ties of a criminal statute, for an act done 
by a member of an organization, and by 
him done with impunity. On one side by 
this legislation, we have organized labor. 
Those men are not amenable to the stat- 
ute. On the other side, we have men who 
do not belong to organized labor: farm- 
ers, merchants, professional men, labor- 
ers, as well as all others. They are amen- 
able.” 

The anti-compact law is declared un- 
constitutional on the ground that it im. 
poses new restrictions upon companies, 
which have been licensed, and in good 
faith complied with the conditions im- 
posed prior to the passage of the law, 
and also that in respect to its prohibition 
of agreements upon commissions and 
“the manner of transacting the business” 
it contravenes the “right of liberty of con- 
tract.”” In respect to the prohibition of 
an agreement upon rates, the court says: 
“Possibly that phase of the law is valid,” 
but yet believes that an agreement to 
reduce rates cannot be unlawful. 


These in brief are the grounds upon 
which Judge McPherson declares the 
anti-trust and anti-compact laws of Ne- 
braska to be unconstitutional and conse- 
quently invalid and not enforceable 
against fire insurance companies. But, 
unfortunately, the decision contains other 
disquisitions which afford little or no en- 
couragement for the future in regard to 
anti-compact legislation, either in Ne- 
braska or any other state. We desire to 
call attention to the following declara- 
tion made by the court in its decision: 


“The present attorney-general in his ar- 
gument, strongly and with much ability 
and force urges for my consideration the 
case in the United States Supreme Court 
of Paul v. Virginia. I agree with him 
that that case, and many other like cases 
hold, to all of which I agree, that foreign 
insurance companies cannot do business 
in Nebraska, excepting by and with the 
consent of the state of Nebraska. To 
that effect, the law is well settled. If 


the state of Nebraska, by legislation 
makes it more onerous for foreign insur- 
ance companies, there can be no doubt 
about the validity of such legislation. 
Their license fees can be increased. Their 
local agents can be required to pay fees. 
The laws can be made more rigorous as 
to suits brought against them. They 
can be required to name in the state or in 
every county, a resident attorney upon 
whom process can be served. Many other 
exactions can be required. And the fact 
that the foreign company has. heretofore 
been licensed, is no answer to such new 
legislation. All foreign companies can 
be excluded from the state.” 

And also to the following along the 
same line: 

“Does the passage of an unconstitu- 
tional statute amount to the withdrawal 
of consent for a foreign corporation to re- 
main in the states. I had supposed, and 
still believe, that an unconstitutional law 
was as though never passed. How can 
an unconstitutional statute be regarded 
as a withdrawal of consent to a foreign 
insurance company to remain and do busi- 
ness in the state? That the legislature 
of Nebraska can withdraw such consent 
there can be no doubt. That the legisla- 
ture can place onerous burdens on the 
foreign insurance companies I have no 
doubt. That the legislature can discrimi- 
nate in favor of Nebraska insurance com- 
panies and against foreign insurance 
companies is to me equally clear. But the 
statutes, with which I am dealing, apply 
to all insurance companies, resident and 
foreign, and the statutes are equally void 
in my judgment, as to all.” 

Do these declarations taken in connec- 
tion with the decision hold out golden 
hopes to the fire insurance companies? 
It seems to us that they do not. 

In 1870, the state of Wisconsin passed 
a law denying to insurance compan- 
ies the right of appeal to Federal 
courts. A prominent insurance company 
carried the case to the United States 
courts and obtained a decision declaring 
the law in conflict with the constitution; 
but the court likewise said that there 
was nothing to prevent any state from 
imposing any conditions it chose upon 
foreign corporations, whether constitu- 
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tional or not, as a prerequisite to the is- 
suance of a license to do business. The 
decision has not hindered Wisconsin 
from continuing the imposition of this un- 
constitutional law, nor prevented. other 
states from passing similar laws. 

On the strength of the Nebraska decis- 
ion, fire insurance interests have been 
urged to fight the anti-compact laws of 
other states through the cou s. Is this 
good advice? 

The relief afforded in Net ska is tem- 
porary only. There is notk  z to prevent 
the legislature, if it is so minded, from 
passing a law requiring that foreign fire 
insurance companies shall agree to ac- 
cept the conditions imposed by the stat- 
ute under consideration, before a new li- 
cense is issued. And Judge McPherson, 
by his own admissions, would be com- 
pelled to uphold the validity of the law. 

What is true of Nebraska is true of 
every other state, and the McPherson de- 
cision, together with the decision men- 
tioned in the case of the Wisconsin 
law, is a true index of what the supreme 
court’s position will be in every case. 
Thus if the advice given were taken, tem- 
porary relief only would be afforded at 
large expense. 


We are still faced by the old proposition 
that a corporation has no rights which 
the state is bound to respect. 

The battle of the insurance companies 
in anti-compact states must be fought 
out in the arena of public opinion, and 
not through the courts. The Nebraska 
decision is by no means in vain. It has 
established an important fact regarding 
the constitutionality of the laws involved, 
it has thrown a strong light upon their 
inconsistency and inequity; and coupled 
with public opinion it will have its due 
effect in preventing further restrictive 
legislation. But without the support of 
public opinion, the truly vital factor in 
the situation, the decision cannot be per- 
manently effective. 

The Nebraska decree has not relieved 
the companies of the necessity for an edu- 
cational campaign, nor has it made the 
cultivation of public opinion any the less 
important. The companies cannot gain 
relief from adverse legislation except by 
an appeal to those who can influence the 
opinion of legislators, and that appeal 
cannot be successfully addressed to the 
public except through the American local 
agency system. 


CLASSIFICATION IN FIRE INSU’RANCE* 





Preferred Classses Must Be Abolished — Combined Classification and Flexible Rates Necessary 
— Feasibility of the Dean Rating System — Competitive Rates a 
Relic of Barbarism. 





JOHN P. 


HUBBLE. 





The discussion of the rate problem has 
resolved itself down to the ciassification 
phase; the abolition of preferred classes, 
and a flexible rating system. At a re- 
cent meeting of the Fire Underwriters’ 
Association of the Northwest, one of the 
oldest and most successful managers 
boldly stood for a statute compelling 
companies to combine their statistics as 
a condition precedent to doing business 





*From a communication published in the 
Western Un derwriter.” 


in a state. I allude to this only to show 
the gravity of the situation and to point 
out the necessity of early action along 
the line indicated if we would forestall 
further legislation. I sincerely hope no 
appeal will be made to the legislature to 
assist us in solving our problems. Every 
statute that has so far been enacted has 
failed to produce the desired effect, and 
in most cases has brought about oppo- 
site results from those intended, and 
proved only another barrier to progress. 





Classification in Fire Insurance. ? 


Mr. Dean is the first to present a sys- 
tem of consistent and rational rate mak- 
ing without classification as a condition 
precedent. He does not value classifica- 
tion less, but shows us a way to make a 
beginning and make corrections after ob- 
taining definite information. He pro- 
poses that the rates be made by the most 
intelligent schedules obtainable, those 
now in vogue, if they cannot be improved. 
The most radical change suggested by 
his plan is in the printing of the tariff. 
He would have each class of risks num- 
bered; the class number of the risk placed 
in the left-hand column. He would have 
the cost rate in the right-hand column, 
having two blank columns on the right 
hand. These cost rates to be based upon 
$1,000 at risk instead of $100, because in 
percentage additions and subtractions by 
moving the decimal one point to the right 
greater accuracy will be insured. 

Each company should then have a led- 
ger account with each class, including the 
amount at risk and losses. When a given 
class is found producing less than its 
equitable proportion of income a percent- 
age advance can be made in the rate, and 
in case too much is produced reductions 
can be made in like manner. It would 
be unnecessary for the classification in- 
tended only for rating purposes to go into 
the minute details that most companies 
now require for their own information. 
With the fact before us that 60 per cent. 
of the premium income is derived from 
the preferred and mercantile classes it 
will be seen that the task is by no means 
beyond possibility. In fact, it is a com- 
paratively simple proposition. 

The insurance industry is the only one 
that has its charges in printed books, 
with no provision for percentage reduc- 
tions or increases. The rubber, sash and 
door, glass and farm implement trades 
send out printed price lists which remain 
stationary, but. tHe actual selling price is 
subject to constant fluctuations produced 
by change in the cost of labor and mate- 
rial. A gentleman engaged in one of 
these trades told me he had made two 


changes in discounts in one day, though 
sometimes, in case of a steady market, 
months would elapse before any change 
was necessary. It would not be difficult, 
if some simplified method of classifica- 
tion for rating purposes only was devised 
and operated, to get combined experience 
of companies. It would require no ar- 
gument to advance or reduce rates upon 
a class. 

Non-tariff association companies would 
soon learn it was useless to cut these 
rates, because it would only be a matter 
of a few days before the rates upon prof- 
itable classes were reduced to the proper 
point, and they could not carry the un- 
profitable classes at less than associated 
companies. The plan is so practical and 
clear that we should at once give it a 
thorough trial. It requires but a mo- 
ment’s reflection to condemn our present 
inflexible rating system. Under it, any 
tariff, no matter how wisely constructed 
or justly applied, becomes obsolete with- 
in three or four years, owing to the 
changed conditions. The next step is to 
construct another schedule, usually re- 
quiring a year and a half at the least, to 
compile, test, apply and promulgate, and 
at an expenditure, in central western ter- 
ritory, of not far from a quarter of a mil- 
lion dollars, when we must know that if 
the schedule meets existing conditions it 
will be useless within three years, be- 
cause entirely different circumstances 
must govern the business. 

In conclusion, I would reiterate that the 
needs of the hour are the elimination of 
preferred classes, the adoption of a flex- 
ible rating system, that we reduce rates 
upon classes that are paying too much, 
and above all things, that we relegate the 
doctrine of competitive rates and declar- 
ing rates off to the past. Equity, expe- 
diency, nay, necessity, demand these 
steps shall be speedily taken. Then, and 
not till then, will we deserve and obtain 
the confidence of our policyholders and 
agents, and justice at the hands of the 


‘legislator. 





REVIEW OF THE MONTH. 


LIFE INSURANCE 


Change of Beneficiary Clause. 


The change of beneficiary clause in- 
serted in the policies of ‘American life in- 
has of late excited 


authorities. 


surance companies, 
discussion among actuarial 
Its use in the contract originally arose 
from a desire to meet the apparently in- 
creasing demands of the purchasers of 
insurance. Subsequently a number of 
companies adopted the clause merely to 
meet competition. 

Prior to its adoption, the insured could 
obtain a contract payable either to his 
estate or to a specificially named benefi- 
ciary. In the former case the proceeds of 
the policy, together with its cash value 
at any time, were subject to attachment 
by creditors, but not in the latter. Prob- 
ably the greatest number of policies were 
then taken out in behalf of specifically- 
named beneficiaries. Cases arose, how- 
ever, where the policyholder, the person 
paying the premiums, desired to effect a 
change, which could not be done without 
the consent of the beneficiary named,— 
not always obtainable. Thus it was either 
necessary to continue the policy for the 
benefit of a person to whom the policy- 
holder did not desire the proceeds paid, 
or else to allow it to lapse and thus sacri- 
fice valuable membership privileges in the 
company. 

Agents were, with increasing frequency, 
faced with this condition and apparently 
prevented from placing contracts which 
otherwise might be sold. To meet this 
situation, the change of beneficiary clause 
was introduced, permitting the holder of 
the policy at will to change the name of 
the person to whom its proceeds are pay- 
able. This clause is used today by about 
half of the standard companies, and in 
those companies the policyholder can pur- 
chase a contract payable either to his es- 
tate, to a specifically named beneficiary, 
to said beneficiary with the right to 
effect a change without consent. 


or 


U 


The design in inserting the change of 
beneficiary clause was to retain the ad- 
vantages of a policy containing a specifi- 
cally named beneficiary in respect to pro- 
tection against the attachment of credi- 
tors; but of late a question has arisen 
whether such a contract actually affords 
this protection; whether it does not, as a 
matter of fact, make the contract in sub- 
stance identical with one made payable 
to the éstate of the insured. 


eS SF 


Objection to the Clause. 

This aspect of the clause was brought 
up for discussion before the Actuarial 
Association of America by Mr. William 
McCabe, Actuary of the North American 
Assurance Society of Canada, who called 
attention to the fact that the change of 
beneficiary clause appeared to be illegal 
under the laws of several of the United 
States and Canadian provinces. He also 
held that “it frustrates entirely the main 
object which leads many persons to in- 
sure their lives, viz., the intention to 
make provision for those depending upon 
them,” because a policy containing such a 
clause is no longer free from the claims 
of creditors, and in case of insolvency the 
trustee in bankruptcy for the policy- 
holder might compel him to surrender the 
policy for its cash value in order to satis- 
fy creditors, 

Mr. McCabe was supported by Mr. 
Charlton T. Lewis, who held that a con- 
tract with a change of beneficiary clause, 
practically identical with one 
payable to the estate of the 
insured, and in the case of bank- 
ruptcy the beneficiary interest would - 
be secondary to that of creditors. 
He believed, however, that this difficulty 
could be obviated if the power to change 
the beneficiary were limited, so that it 
could only be exercised in favor of one 
or more of a named group of persons, the 
insured himself not being one. 


was 
made 
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The main objection raised against the 
clause is that it defeats the chief ends of 
life insurance, the protection of depend- 
ents. There is also an objection on pure- 
ly commercial ground, where policies are 
taken out as collateral to cover loans. 
Such a collateral containing a change of 
beneficiary clause becomes worthless, be- 
cause it might be transferred to another 
person without the knowledge or consent 
of the original beneficiary, the maker of 
the loan. 


es SF Ss 
Its Use Defended. 


At the semi-annual meeting of the Ac- 
tuarial Society in October, the matter 
was again discussed principally by Mr. 
Joseph A. DeBoer of the National Life 
of Montpelier, Vermont. Mr. DeBoer took 
the broad ground that the clause was ex- 
pedient as a matter of competition, and 
right as a matter of equity, because the 
person who pays for the insurance should, 
if he so desires, have the power to deter- 
mine its disposal. It should be possible 
for the investor in life insurance to retain 
for himself the subsequent right of dis- 
posal as to those investments. The insur- 
ing public should be permitted to buy 
either a contract making the proceeds 
payable to an irrevocably named benefi- 
ciary, or to purchase one permitting a 
subsequent change. Life insurance sup- 
ply should adapt itself flexibly to de- 
mand. If a person desires to take out 
insurance to protect one dependent only 
and under no circumstances any other de- 
pendent, he should be privileged to do so 
if he is willing to accept the risks which 
may occur in connection therewith; on 
the other hand if he desires a policy con- 
taining the change of beneficiary clause, 
and is willing to assume the risk of at- 
tachment by creditors, he should be able 
to do so. The person who pays the pre- 
mium should have the right, if he asks 
for it, to say at will to whom the proceeds 
of the policy shall be paid. The main 
question is not affected by the fact that 
the policyholder in exercising his right 
may do a positive injustice. 

We understand that Messrs. McClintock 
of the Mutual Life, and VanCise of the 
Equitable, support substantially the posi- 


tion taken by Mr. DeBoer, and that the 
prevailing sentiment among actuaries, as 
disclosed by the discussion, appears to be 
in favor of the clause. Nevertheless. 
among some there is a strong reaction 
against its use. 


st Ft SH 


Actuarial Society of America. 

During the past year, the transactions 
of the Actuarial Society of America have 
attracted widespread attention. Unusual 
public interest has been manifested in the 
discussions participated in by its mem- 
bers, particularly in connection with one 
or two subjects of current controversy. 
For this reason the insurance press of the 
country has sought to obtain and publish 
accounts of its meetings and reviews of 
its discussions, notwithstanding the fact 
that its members prefer not to have its 
transactions given publicity until promul- 
gated officially by the secretary. In this 
connection the society has been the sub- 
ject of some hard rubbing on account of 
alleged attempts to keep its transastions 
out of the public prints. 

We do not understand, however, that 
this fairly represents the position of the 
Actuarial society. It is purely an aca- 
demic organization having no executive 
powers. Its members meet to discuss 
actuarial questions and to exchange in- 
formation. The purpose is to improve 
and elevate the actuarial profession. The 
society does not object to having its pro- 
ceedings published; the best evidence of 
which is, that since organization it has 
regularly issued complete stenographic 
reports of meetings. The society prefers, 
however, that this publicity should not 
be given until the official reports are is- 
sued, and it takes this position because, 
being an academic society, dealing with 
technical features of the business, it is 
important that its papers and transac- 
tions, when given to the public should be 
absolutely correct. 

“ The members of the society have a right 
to this preference and are not subject to 
criticism because they entertain it. On 
the other hand, the insurance press has a 
right to obtain and publish such facts 
as it may in regard to the business of life 
insurance. It does not seem to us that 
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the society can complain because its do- 
ings during the past year have been the 
subject of unusual interest on the part of 
the insurance press; on the contrary, this 
interest seems to emphasize the influence 
which it truly exercises. It is true, as 
Mr. Gove of the Prudential has recently 
said, that the actuaries do not make the 
companies; that is to say, they do not 
create the business of the companies. 
Nevertheless, the success of each indi- 
vidual corporation and of life insurance 
as a whole must rest upon the corner 
stone of sound actuarial science. The 
actuaries do not create the business of 
insurance corporations, but they alone 
make possible the permanency and suc- 
cess of sound life insurance. 


es Fe Ss 


What is an Actuary? 

Considerable discussion has recently en- 
sued in regard to the value of member- 
ship in the Actuarial society, incited by 
@ remark made in the June number of 
“Insurance Economics,” in a review of a 
discussion on preliminary term valuation 
before the society, which seemed to carry 
the inference that only those who were 
members of the society were entitled to 
be called actuaries. At the time the 
statement was made we did not intend 
that such an inference should be placed 
upon the remarks made, but as the result 
of the discussion which has since taken 
place and of facts subsequently called to 
our attention, very much in- 
clined to make the following declaration: 
That if there be any outside of the so- 
ciety who are fully qualified, on al) 
grounds, to hold the title of actuary, they 
can upon application obtain admission to 
the society and secure the prestige of its 
membership; if they are not so qualified 
they cannot obtain admission. 

We make this with full 
knowledge of the fact that an applicant 
cannot obtain admission to the Society. 
if for any reason his name is objection- 
able to two members of the council. We 
are also aware it has been charged, that 
under this rule applicants have been re- 
jected purely upon personal grounds and 
not because of their lack of professional 
qualification. But this charge is made 
solely upon the eviderze of the person 


‘we feel 


statement 


whose name was so rejected. We do net 
believe that any two members of the Ac- 
tuarial Society would assume the respon- 
sibility for denying membership to any 
one professionally qualified to enjoy it. 

In this country it is possible for any 
person to engage in actuarial 
without possessing the first rudiments of 
actuarial science; or he may have some 
actuarial knowledge and be able to engage 
in some actuarial practice, without being 
in the strictest sense an actuary. An es- 
sential qualification for the practice of 
actuarial science is painstaking accuracy. 
Unless a person is capable of exercising 
this accuracy in his work he is not in the 
truest sense an actuary. 

However, we do not presume to say 
what may or may not constitute an ac- 
tuary. Public opinion is probably the 
best test as to the practice of actuarial 
science. There are quacks in insurance 
as well as in medicine. A medical quack 
may be replete in knowledge and yet un- 
sound in practice, and in life insurance a 
person taking to himself the name of 
actuary, may be well informed concern- 
ing actuarial science but unsound in his 
application of its principles. Membership 
in the Actuarial Society of America is 
to-day than ever, and its 
value is steadily increasing. We do not 
believe that any one who is qualified, in 
the largest sense, 
science, will be denied membership in this 
important organization. 


st Ft SF 


Commissioner Cutting’s Reply. 

The attorney-general of Massachusetts 
has during the past month submitted to 
the Supreme Court of this state an ans- 
wer to the petition for a writ of manda- 
mus filed by the Provident Savings Life 
Assurance Society against Insurance 
Commissioner Cutting requesting that 
he be compelled to accept the statement 
of the company as filed December 31, 1900, 
and in particular, that the commissioner 
be directed to value its ordinary life and 
endowment policies containing a prelimi- 


practice 


worth more 


to practice actuarial 


nary term clause, as term insurance for 
one vear. 

The attorney-general in thus speaking 
in defense of Commissioner Cutting’s po- 
sition in regard to this company, outlines 
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the reasons why the commissioner could 
not accept the statement of the company 
as filed, not only in respect to the valua- 
tion of policies, but also as to the admis- 
sion of premium liens as assets and the 
deductions on account of special deposits 
in other states. 

The main contention, however, ad- 
vanced on behalf of the insurance de- 
partment, is that the commissioner holds 
discretionary powers in regard to the 
matter of valuation which are not sub- 
ject to revision by the Court; that the 
question involved is one of actuarial 
science upon which actuaries are not 
agreed, and it is not a question of law. 
Upon this ground, the attorney-general 
demurs against the petition and asks that 
the writ of mandamus be dismissed with 
costs. 

If the court should disagree with the 
attorney-general and hold that the ques- 
tion involved is a matter of law, it will 
then be called upon to determine whether 
an ordinary life or endowment policy 
containing a preliminary term clause can 
legally be valued as term insurance dur- 
ing the first year, and also, whether the 
liens issued by the company can legally 
be included in its assets. 

So far as this magazine is concerned, 
the position taken by the attorney-gen- 
eral on behalf of Commissioner Cutting, 
in claiming discretionary powers for that 
official, is a disappointmeént. It is a dis- 
appointment,—not because we have felt 
any certainty as to what the court would 
decide in regard to the matter,—but be- 
cause if it is true that the well under- 
stood net valuation system established by 
the state can be subverted by the phrase- 
ology of the policy, it is important that 
those who are engaged in the business 
of life insurance should know it; and if 
this can be done, then we desire the 
jcount to so decide in order that the 
controversy in regard to the legal phases 
of the question may be settled, and its 


important economic aspects alone left 
open for discussion. 

es SF SF 
Legal Phases of Preliminary Term. 

Two of the most emiuent actuarial au- 
thorities in the country, Mr. Emory Mc- 
Clintock and Mr. Charlton T. Lewis, have 
held that the commissioner of insurance, 
under the Massachusetts law, is legally 
bound to value an ordinary life policy as 
such, whether it contains a preliminary 
term clause or not. Whether the attor- 
ney-general in entering the claim of dis- 
cretionary powers on the part of the 
Commissioner was prompted by a feeling 
of insecurity as to the legal aspects of 
the case, we cannot say; but we hope the 
court will deny the demurrer, hear the ar- 
guments of both sides upon the merits 
of the preliminary term valuation, and 
decide the case on legal grounds according 
to its conviction. 

So far as we are concerned, we hope 
the court will not decide that the net 
valuation law of Massachusetts is with- 
out force and not binding upon the com- 
panies. We believe it ought to decide 
otherwise, but if the financially insecure 
companies of the country, prompted by a 
natural law of 'self-preservation, have 
discovered a method by which this net 
valuation law can be rendered nugatory, 
then the sooner it is known for the benefit 
of all, the better it will. be. 

This magazine is not primarily in- 
terested in the legal aspects of the case. 
As we have often said we view the 
matter strictly on its economic and 
moral side. No financially secure com- 
pany will practice one year term in- 
surance; on the contrary, the com- 
pany which is financially insecure will 
be sure to adopt it. Companies which 
have failed and those which are verging 
upon failure have all adopted it. It has 
not, and cannot, save one of them from 
the consequence of bad management. It 
merely postpones the day of reckoning. 





FIRE INSURANCE. 
Uv 


Agency Concentration. 

Local agents and company officials as 
well, view with extreme interest, if not 
alarm, the concentration which is being 
effected among local agency interests in 
different parts of the country,—particu- 
larly in large cities. This concentration 
has, in the main, taken the form of con- 
solidation between competing local agen- 
cies, resulting in a complete merger of the 
interests of two or more agencies. <A 
number of striking instances have oc- 
curred during the past year, where this 
merging of agents’ interests has taken 
place, showing that the phenomena of 
concentration into larger competing units, 
has begun to show itself in the agency 
ranks as well as among the companies. 

A still more striking evidence of this 
tendency concentration in the 
agency field, has recently shown itself in 
the city of Boston, where an agreement 
designed to reduce expenses in the con- 
duct of the business, and also, in a meas- 
ure, to eliminate competition between the 
offices, has been reached by five of the 
foremost local agencies. Although the 
agreement has just been brought to pub- 
lic attention, the arrangement has been 
in operation for some time,—long enough 
to give the offices which are parties there- 
to, confidence in its expediency as a 
business proposition. The five agencies 
interested control more than one-half of 
the premiums written in the city of Bos- 
The agreement covers the following 


towards 


ton. 
points: 

(1) To audit and clear accounts be- 
tween the parties to the agreement. 

(2) To regulate the salaries of em- 
ployees for the same kind of work. 

(3) To exchange information in regard 
to risks. 

(4) To 
brokers. 

(5) To give the parties to the agree- 
ment the first choice upon all risks placed, 
where the interests of other parties are 
not antagonized by so doing. 

This ‘“‘community of interest’ agree- 
ment covers a great deal more than has 
ever before been undertaken in co- 
operation between local agencies. The 


regulate credits extended to 


consolidated interests of the five agen- 
cies are managed by a committee of one 
representative from each agency. The 
additional cost entailed by this co-opera- 
tion probably does not exceed $1,000, and 
the annual saving of expense to the agen- 
cies interested, is estimated to be any- 
where from $25,000 to $50,000. All of the 
parties to the agreement have large in 
terests both as brokers and as agents, and 
also as managers. The movement is 
headed by one of the most influential 
managing underwriters in this section of 
the country, Mr. George P. Field of the 
Royal. 

The agreement is designed primarily to 
protect the interests of the parties con- 
cerned as brokers and agents, and does 
not contemplate any attempt to influence 
rates, commissions, or brokerages. While 
there is no provision for a division of ter- 
ritory or share in the business controlled, 
it does practically eliminate competition 
between the offices for the handling of 
risks now controlled by those interested. 
The prime purpose is to reduce expenses, 
and not to obtain more business. Never- 
theless, it is expected that the firms in 
the agreement will procure more business, 
on account of the additional facilities af- 
forded by this community of interest ar- 
rangement. 

FF SF 
Economics Aspects of the Situation. 

We believe that this tendency toward 
concentration which has manifested it- 
self in the agency ranks (and we speak 
with particular reference to the communi- 
ty of interest agreement established at 
Boston), is on the whole in the right di- 
rection, and represents an attempt to 
eliminate unnecessary expenditures, 
which are the outgrowth of competition, 
and which tend to increase the cost of 
insurance to the public. We speak of 
the agreement as a whole, not necessarily 
of all of its details. We recognize that, 
in the changes which are today profound- 
ly affecting fire insurance, as well as all 
other lines of industry; there are likely to 
be individual cases of seeming injustice 
and wrong. 

This, however, is the inevitable accom- 
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paniment of great changes, which must 
be judged according to their general ef- 
fect, and not by individual interests. The 
economic tendency is toward the elimina- 
tion of competition upon all points where 
there is a community of interest. Where 
such a community of interests exists, it 
is better, both for the buyer and the sell- 
er, that this competition shall be elimi- 
nated. The expense of all commodities to 
the purchaser—fire insurance as well as 
everything else—is determined by the cost 
of production. The more active the com- 
petition between the producers in forcing 
the sale of the commodity upon the pur- 
chaser, the larger will be the cost of pro- 
duction. 

This economic truth is clearly shown by 
the following illustration: Ten manufac- 
turers working independently, must em- 
ploy ten different salesmen to present the 
merits of an identical product to the pur- 
chaser. The cost of maintaining these 
salesmen must be included in the price 
of production. If the ten manufacturers 
agree to eliminate competition upon the 
same product, one salesman can do the 
work formerly performed by ten; and 
this saving in the cost of production tends 
to cheapen the price of the product to the 
purchaser. The economic test of an 
agreement to eliminate competition, is 
whether or not it reduces the cost of pro- 
duction and thus makes it possible to give 
the purchaser a better price than if the 
heavy expense of competition were main- 
tained. 

This is what we mean when we say that 
as a whole, the elimination of competi- 
tion upon points where there is a com- 
munity of interest, is economically jus- 
tifiable. It is true that the displacement 
of employees which may occur, is a hard- 
ship, but so long as concentration does 
not make it impossible for an honest and 
intelligent man to obtain work elsewhere, 
its tendencies are not dangerous. 

We believe that the agreement effected 
in Boston, is but the forerunner of devel- 
opments in this and other cities, which 
may revolutionize local practices. We 
have repeatedly predicted that changes 
of this nature would occur. We believe 
it better, from the standpoint of self- 
interest, for local agents to accept these 


changes as inevitable,. adapt their owr 
circumstances to them, and make them- 
selves so useful and essential to the busi- 
ness of fire insurance, that they will be 
able to maintain their position in the 
rapid change and progress of events. 

We should like to have the various 
phases of the situation discussed by local 
agents and invite the readers of this mag- ‘ 
azine to expres their opinions in regard 
to the situation, whether they agree with 
the foregoing conclusions or not; and also 
to address leading inquiries to the editor 
in order that we may gain the fullest 
light possible upon this interesting phase 
of the business. 


st SF Ss 


Expenses of Agents’ Associations. 

At its annual meeting in September, 
the Western Union voted not to pay any 
expense assessments charged by local 
agents on account of State associations in 
which the companies had no voice as to 
management. This action of the Western 
Union brings to the front a broad ques- 
tion of general policy. The situation has 
been brought about by two factors, the 
employment of salaried managers by the 
State agency associations for the pur- 
pose of promoting membership and induc- 
ing better practices, and also by the fact 
that owing to anti-compact laws, com- 
panies have been deprived of rate making 
powers, and agents have been obliged to 
hold up tariffs. 

The employment of salaried managers 
has apparently imposed larger expenses 
upon the State associations than the pres- 
ent system of dues will permit, and the 
use of the State associations for the pur- 
pose of controlling and regulating com- 
petition upon rates, while prompted in 
part by the inability of the companies to 
agree under anti-compact laws, has also 
been brought about by the desire of 
those State asscoiations employing man- 
agers, to obtain a larger revenue. 

The situation is a complicated one, and 
needs to be clearly understood in order 
that the wisest conclusions may be 
reached as to the best way to meet the 
question. The State associations are es- 
tablished primarily for the purpose of pro- 
moting the interests of local agents ane 
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protecting them against the undue en.~ 
croachments of company managers who 
disregard those interests. They are, 
therefore, not in any sense, company or- 
ganizations or subject to company con. 
trol. If it were otherwise, their force 
as factors in the business would become 
seriously impaired, if not nullified. The 
success of the agency movement depends 
primarily upon its independence of com- 
pany control. From this point of view, 
therefore, the expense of maintaining 
these associations should be borne by the 
agents themselves, out of the commis-~ 
sions which they earn, and for the pro- 
tection and increase of which, the asso~- 
ciations were formed. The companies 
ought not to be asked or expected to 
stand that expense. 

In some cases, however, the State asso- 
ciations have performed quasi-rating 
functions in anti-compact states, thus as- 
suming the work which has formerly been 
done for the companies and at their ex- 
pense. Without discussing whether it is 
wise for the State associations to attempt 
to handle the rate question or not, it is 
quite proper where such work is per- 
formed on behalf of the companies, for 
the agents to levy the expense thereof 
upon the companies, this expense being 
entirely independent of the regular dues 
which the agents pay to the State asso- 
ciations for the work which it performs in 
protecting their particular interests. 
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Rights of the Companies. 

On the other hand, while the agents 
have the right to ask the companies to 
pay this expense, the companies have an 
equal right to refuse to pay it on the 
grounds set forth by the Western Union, 
namely, that rates are controlled by an 
organization in the management of which 
the companies have no voice. This is a 
position which the companies may con- 
sistently and properly take, and they 
may go to the extent of saying that if 
rates cannot be maintained by an organi- 
zation in which they have a voice, then 
they have no interest in maintaining 
rates. They may take this position not 
only as a matter of right, but as a mat- 
ter of policy, for the purpose of inducing 
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their agents to assist in the repeal of leg- 
islation which prohibits the companies 
from agreeing upon rates. If the position 
taken by the Western Union, leads to a 
repeal of anti-compact laws, so that 
agents and companies can share in the 
responsibilities of rate making, its pres- 
ent policy will certainly be justified. 

If anti-compact laws are repealed, the 
question will then arise: What, if any, 
jurisdiction shall the State associations 
have over the question of rates; and if 
they maintain any jurisdiction, shall the 
expense of such jurisdiction be paid by 
the companies? Will it mean that the 
companies shall exercise a controlling in- 
fluence over the organizations, and if so 
only so far as rates are concerned, or 
upon all the acts of the association? As 
we have stated, the question is compli- 
cated by the fact that the State associa- 
tions ‘were primarily organized to protect 
the interest of the local agent. They 
have undertaken also to advance the in- 
terests of the companies. Can the agency 
associations successfully maintain this 
dual position? 

Our opinion is that it would be better 
for the State associations to adhere 
strictly to their original objects: namely, 
to protect the agents against the undue 
encroachments of company managers. 
If, in the pursuit of that object, they do 
not at present produce enough income to 
warrant the expense of a salaried mana- 
ger, it would be better not to take on any 
other branches of work to produce an in- 
come to maintain that management. The 
strength of the agency movement must 
always lie in the fact that it stands for 
the interest of the local agent. This pur- 
pose should be kept clear and distinct, 
and if other functions are added it 
should only be as a matter of temporary 
policy or expediency, which should not be 
allowed to interfere with the prime pur- 
pose of the organizations, the control of 
which must remain in the hands of the 
agents themselves. 
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National Association’s New By-Law. 

The executive officials of the National 
Association have issued a call to the ex- 
ecutives of the State associations, asking 
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them to ratify the new by-law of the Na- 
tional Association adopted at Put-In-Bay. 
This by-law gives the committee on leg- 
islation of the National Association su- 
pervision over State legislation, by pro- 
viding that none of the State associa- 
tions shall advocate legislation until it 
has received the approval of the Na- 
tional Committee. 

The call issued states that the main 
reason for the new by-law is to “reas- 
sure some powerful interests in our bus- 
iness and to allay their fears of confused 
State legislation.”” It is held (that the 
change, if adopted, will result in such 
increased confidence in the National 
movement as to secure a more rapid en- 
rollment of the new members, and a 
swifter development for the State asso- 


ciation. Prompt aproval of the new by- 


law is therefore requested. 

Since the issuance of this call, a sub- 
stantial number of states have recorded 
the desired approval and the indications 
are that the requisite twenty-five will be 
secured. The proposition thus far has 


‘ been opposed by a limited number of 
state associations, which strongly object 
to the suggested delegation of authority. 
It is claimed that the State associations 
know best what should be done in partic 
ular states. It is also feared that the 
National Association may prevent the 
State associations from advocating legis- 
lation deemed beneficial to local inter- 
ests. 

The majority of the State associations, 
however, take the position that it is ne- 
cessary at this juncture for the State 
associations to make some sacrifice of 
their independence for the purpose of 
strengthening the National movement. 
They regard the proposition as one which 
is designed to promote the interests of 
local agents as a whole, and they con- 
sider the practical unity of the National 
Asociation of more importance than the 


theoretical independence of the state 


bodies. It is furthermore recognized that 
the National Association is handicapped 
in its efforts to secure concessions from 
the companies in regard to matters of 
special interest to local agents, because 
of the fact that it has no apparent con- 
trol over the question of state legislation 
and is not, therefore, in a position to 
make reciprocal concessions to-the com- 
panies. It is recognized that if any con- 
ference is to take place between represen- 
tative hodies of the companies and the 
agents, each must be prepared and em- 
powered to make concessions to the other 
in order to obtain the adoption of those 
measures which will tend to promote mu- 
tual interests. 

The National Association is not now in 
in a position to engage in such a confer- 
ence upon equal grounds. Even if any 
general program in-regard to legislation 
were agreed upon, the National Associa- 
tion could not, under existing conditions, 
bind any of the State associations to ac- 
cept it. The State associations expect 
that the National Association, within the 
next few years, will be able to take some 
more positive steps to promote the inter- 
ests of local agents, through the medium 
of a conference with the companies:—but 
these conferences are not likely to occur 
unless the National Association is in a 
position to exercise some healthy res- 
traint over its constituent parts in the 
matter of State legislation. The local 
agents have asked the companies for a 
conference in regard to multiple agencies. 
The companies, on the other hand, would 
like to confer with local agents for the 
purpose of devising, if possible, a uniform 
policy in regard to State legislation. If 
the State associations are not willing to 
give the National Association the power 
necessary to bring about a conference 
upon legislation, it would not be reason- 
able to expect the companies to grant a 
conference to the agents upon the mul- 


tiple agency proposition. 
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Methods of Loading in Life Insurance.— Is the Percentage Basis Equitable at All Ages.— What 
Insurance Is Worth to the Companies.— Unequal Cost Due to Agents’ Commissions. 


In the December, 1900, number of this 
magazine a communication was pub- 
lished, which for the first time, we believe, 
called public attention to the suggestion 
that the percentage system of loading the 
net life insurance premium to cover ex- 
penses, was inequitable, inasmuch as it 
imposed a much heavier cost for the plac- 
ing of the same kind and amount of in- 
surance on older ages than upon younger. 
Since then the matter has been discussed 
upon one or two occasions, more recently 
before the Chicago Life Underwriters As- 
sociation. The subjoined account of this 
discussion is taken from the ‘Western 
Underwriter.” The communication to 
this magazine following thereafter is in- 
cited by Mr. Stevens’ presentation of the 
case, and brings forward for consideration 
a most interesting subject, which we shall 
be glad to see discussed from all points 
of view by any who may feel disposed to 
take the matter up: 

[From the “ Western Underwriter.’’] 

In discussing the question why the ex- 
pense loading should be a fixed sum 
for all ages and not a percentage of the 
premium, A. W. Stevens of the North- 
western Mutual at Chicago, spoke as fcl- 
lows before the Chicago Life Under- 
writers’ Association: 

“The topic covered by the questions un- 
der consideration has been often dis. 
cussed, especially by the promoters of 
assessment insurance who contend that 
it cost no more to issue and take care of 
a policy for a person at age 60 than for 
one at age 21. Viewed in the abstract, 
tLis might seem to be true, except for, the 
fact that the larger an amount requiring 
investment, the greater the cost attend- 
ing it. But in truth the company is under 
greater expense in commissions and re- 
newals. From the standpoint of equity 
it is false. Expense is just as legitimately 


a part of the cost of life insurance as 
mortality; and provision for it must be 
made in calculating the premium. The 
expected mortality cost is comput2d w'th 
mathematical exactitude; the reserve is 
also computed with scientific accuracy. 
The expected mortality cost, combined 
with the reserve, make up what is called 
the net premium, which will be adequate 
to protect all of the policies issuel if 
there were no expenses. 

‘The net annual premium on an ordi- 
nary life policy, American Experience 3 
per cent., at age 21, is $14.72. The net an- 
nual premium, ordinary life policy, age 66, 
is $58.27, or about four times as much as 
the policy at age 21. If it costs four times 
as much to carry the actual risk for an 
insurant at age 60, why should he not 
pay the same proportion of expenses, 
and, if so, the exact equities are pre- 
served by adding the percentage to the 
net annual premium at both ages. 

“If the contention of the believers in 
the theory of adding a fixed sum to the 
net premium for expenses, regardless of 
age, was carried out, a curious result 
would be attained as will be seen by the 
following illustration: 

“The expectation of life by the Ameri- 
can Table of Mortality at age 21 is 42 
years. The expectation at age 60 is 14 
years. If an arbitrary or fixed sum of, 
say, $5 per $1,000 was charged for ex- 
pense and two persons, ages 21 and 60, 
insured for $1,000 each, and each lived 
out his expectation, the young man 
would have contributed $210 to the ex- 
penses, while the older man would have 
paid only $70 at the maturity of each poli- 
cy by death. By such a method of pro- 
cedure the greater part of the expense is 
borne by the young members, and is in- 
equitable. 

“The life insurance companies of the 
country now, I believe, universally use 
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the contribution plan for distributing 
surplus or dividends. Under this plan 
each policyholder receives the savings 
made under his policy from mortality, 
expense and interest; so that if he has 
contributed more to the expense account 
than has been used, he received the over- 
plus in exactly the same proportion as 
his contribution in the fund and all the 
equities regarding mortality, interest and 
expense are conserved as perfectly as it 
is possible to do.” 


FF S 


Editor of Insurance Economics :— 

The “Western Underwriter” of Novem- 
ber 21, contains the only publicly attempt- 
ed defence of the present method of load- 
ing premiums in life insurance that has 
ever come to my attention. This defence 
was made by Mr. A. W. Stevens of the 
Northwestern in an address before the 
Chicago Life Underwriters’ Association. 
Mr. Stevens endeavors te answer the con- 
tention that it should cost a company no 
more to take care of a policy for a person 
aged 60 than for one aged 21, a contention 
often made, as he asserts, by the promo- 
ters of assessment life insurance. Mr. 
Stevens should remember that a fact is 
a fact and truth is truth no matter who 
states it, and also that some actuaries of 
the regular life companies agree with 
that particular contention. 

His first point of defence is that as the 
reserve or investment at age 60 is greater 
than at age 21, there is more expense in 
the investing and caring for it. The in- 
surance commissioner of Connecticut, 
when the actual expense of caring for in- 
vestments is not stated in the report of a 
company to his department, fixes 1-4 of 1 
per cent. as the cost. 

His report for this year gives 4.30 per 
cent. as the average rate of interest re- 
ceived by the companies in 1900. Most 
of the insurance carried is upon a 4 per 
cent. basis and will be for many years, 
though many companies are transacting 
their new business upon a 3 or 31-2 per 
cent. basis. If, therefore, this ratio of 
investment expense is much above 1-4 of 
1 per cent. the companies will not be 
earning the required interest upon their 
reserves. In the interest of his own com- 
mon sense Mr. Stevens should therefore 


withdraw his point of cost of caring for 
a greater investment as a reason why it 
costs more to care for $1,000 of insurance 
issued at age 60 than at age 21. 


His second point is that there is a 
greater expense in commissions upon a 
policy issued at age 60 than at 21, and that 
expense is legitimately a part of cost. 
That is all true, and so far as extra cost 
at higher ages is concerned, will be true 
so long as commissions are a percentage 
upon the premiums. But why should it 
cost a company more to place $1,000 of in- 
surance at age 60 upon its books than 
$1,000 at age 21? Is it of more value to 
the company? If the policies are carried 
to “expectation of life” is not that at 21 
in respect to contribution to expense the 
more valuable? Why then should the 
company pay more to secure the policy- 
holder at age 60 and in turn make him 
pay the increased expense? Where is the 
equity? Where the mutuality? Suppvuse 
Mr. Stevens’ company should compensate 
its agents by paying a certain number 
of dollars for each $1,000 of whole life in- 
surance secured, no matter what may be 
the age of the insurer, would not the com- 
pany then be paying more nearly in ac- 
cordance with what it gets? Surely, yes, 
if each policy is of equal value to the 
company. 

Mr. Stevens’ defence on this point in 
fact simmers down to this: 


Premiums must be loaded as at present 
if commissions are to be paid as at pres- 


ent. To this I agree. Now as to whether 
it actually costs a company more to take 
care of $1,000 insurance at age 60, except 
in this matter of commissions, than it 
does to take care of $1,000 of insurance 
at age 21, let me ask Mr. Stevens to ex- 
plain how, if the Arctic Life has one hun- 
dred millions of insurance issued at age 
21 and the Antartic Life one hundred mil- 
lions issued at age 60, and each company 
has ceased the writing of new business, 
the expense account in the one company 
waquld necessarily exceed that of the other 
except in slight degree. How does the 
cost of carrying these same amounts of 
insurance necessarily differ: Mr. Stev- 
ens makes this point, that if the loading 
was a fixed sum, say $5.00 per $1,000, the 
policyholder at 21, having an expectation 
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of 42 years, would contribute for expense 
during these 42 years $210, while the 
policyholder at age 60, who has an expec- 
tation of but 14 years, would contribute 
in those 14 years but $70, a result which 
he states is ‘“‘curious.””’ What is there cu- 
rious about that? 

One is insured for 42 years and pays his 
share of the expense for 42 years. The 
other is insured for 14 years and pays 
his share of expense for 14 years. Now 
Mr. Stevens would not expect the man of 
21 to be insured for 42 years and not pay 
his share of the expense during that time, 
nor do I think he can see how it would 
be exactly fair to ask a man at 60 to con- 
tribute towards expenses for more years 
than he carries his policy or is insured. 

To me Mr. Stevens’ deduction, and not 
the result attained, is entitled to the ad- 
jective ‘‘curious.”’ Mr. Stevens makes 
one point, however, which theoretically 
seems worth considering, namely: 
their divi- 
dends upon “the contribution plan,” the 
result is that each policyholder contrib- 
utes only his exact share to the expense 
If Mr. Stevens will take two 
otherwise similar policies in his own com- 


That as companies make 


account. 


pany, one issued at 21 and one issued at 
60 and ascertain the amount of loading 
which has 
policyholder for a period of years and 
then deduct therefrom the dividends re- 
ceived in cash, I think he will find that 
the older has contributed 
many more dollars towards the expenses 


been contributed by each 


policyholder 


of the company than has the younger, 
and if he will follow these dollars from 
the time they left the policyholders’ 
pocket, he will find the difference to be 
mainly in the amounts which each has 
contributed to the pocket of the agent. 

I have before me the published figures 
upon two otherwise similar policies 
issued at age 25 and at age 60, in 
the same year and by the same com- 
pany, and at the end of the fifth 
year I find this to be the result,—de- 
ducting the dividends received from the 
total loadings in each case,—the policy- 
holder at age 25 has paid $10.80 per year 
for expenses, the policyholder at age 60, 
$40.50 per year for expenses. 

Now I beg to submit to Mr. Stevens that 
until he can justify this actual difference 
and show why in equity the older policy- 
holder should pay four times as much 
towards the expense account as does the 
younger, and until he has satisfactorily 
answered my questions as to the Arctic 
and Antartic Life Companies, neither he 
nor I need bother ourselves with theories. 

The present method of compensating 
agents by a commission upon the pre- 
mium is surely, if not solely, for their 
benefit, and the present method of load- 
ing makes ‘“‘the punishment fit the crime.” 
The pity of it, however, is it punishes 
the entering policyholders of middle or 
higher age. Is this punishment deserved? 


N. A. A. 


(Not an Actuary.) 





THE BANKERS’ 


LIFE AND ONE YEAR TERM. 





Early in October, we received a cir- 
cular addressed to this office from the 
Boston department of the Bankers Life 
Insurance Co. of New York, saying that 
upon application, a statement of guaran- 
teed values and dividend results undar 
the ten-year endowment policies issued 
by the company would be sent. The pub- 
lisher of this magazine requested that 
such figures be submitted. In _ reply 
thereto the resident manager of the com- 


pany at Boston, Mr. W. H. 
wrote as follows: 


Whitney, 


“tT am authorized by my company to 
submit to you the following illustration 
of results copied from its official rate 
book, under the headings, ‘Table of Guar- 
anteed Loan and Surrender Values,’ and 
‘Illustrations’ on an endowment policy 
maturing in ten years, issuing at your 
present age. The guaranteed figures 
maintained in these tables are based upon 
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the reserve which will be maintained, and 
those submitted herein may be verified by 
comparison with the company’s official 
rate book in my possession.” 

On Nov. 2, the publisher of this maga- 
zine wrote to the office of the Bankers 
Life Insurance Company in New York, re- 
questing a copy of the ten-year endow- 
ment policy issued, together with the 
guarantees offered in connection there- 
with at age 35. 

In reply, under date of Nov. 4, Mr. 
Charles S. Gaubert, the secretary of the 
company, forwarded a copy of the policy 
requested, stating, ‘‘We take pleasure in 
herewith enclosing a sample copy of our 
ten-year endowment policy for $10,000, 
made out in the name of ‘John Doe,’ said 
policy being accompanied by an analysis 
of the conditions of said policy.” 

The contract submitted was designated 
upon its face as an “Endowment matur- 
ing in ten years.” The following condi- 
tions as to premium payment 
named upon the face of the policy: 

“The Bankers Life of New York, in 
consideration of two hundred and 
seventy-one dollars, payable in advance, 
will pay to Jane Doe, wife of the insured, 
or, in the event of her prior death, then 
to the executers, administrators or as- 
signs of the insured, ten thousand dollars, 
immediately upon receipt at the home of- 
fice of the company in the city of New 
York, of satisfactory proofs of the fact 
and the cause of the death of John Doe of 
New York, state of New York, and in- 
sured hereunder, within one year from 
date hereof, all premiums having been 
duly paid. 

“In further consideration of an addi- 
tional premium, payable annually the first 
year, of six hundred fifty-nine and 
20-100 dollars, making a total premium of 
nine hundred thirty and 20-100 dollars, 
this insurance may be renewed after the 
first year as an endowment policy frem 
that date for the same amount by paying 
nine hundred thirty and 20-100 dollars in 
advance on or before the last day of said 
year and on the fourth day of November 
in each year until, but not including the 
fourth day of November, 1911, when the 
sum insured hereunder shall be payable 
to the said John Doe if then living.” 


were 


The following table of guaranteed loan 
and cash values was included in the policy 
contract: 

of ist year, 
2d ir 1,538.60 
3d - eae ry ee 2,426.10 
4th , 3,356.50 
5th 
6th 
7th 6,432.80 
8th 7,562.90 
9th 8,750.30 
10th 10,000:00 

Accompanying the policy, the company 
also submitted a copy of its rate book 
which contains rates for endowments ma- 
turing in 10, 15 and 20 years. The rate 
given therein for a $10,000 endowment at 
age 35, maturing in 10 years, is $930.20, 
which corresponds with the lump sum of 
the premium charged in the contract sub- 
mitted during the first year. 

Desiring to obtain from the company 
an explanation as to its reasons for di- 
viding the first year’s premium into two 
parts, the publisher of this magazine ad- 
dressed the following inquiry to Mr. Gau- 
bert: 

“T note that the first year’s premium is 


692.00 


_ separated into two parts in the contract. 


I wish very much that you would ex- 
plain to me why this is done. I also note 
that you give a cash value of $692 at the 
end of the first year. Do you maintain a 
reserve to cover this guarantee?’ 

In response thereto, under date of Nov. 
9, Mr. Gaubert wrote as follows: 

“You ask: ‘I note that the first year’s 
premium is separated into two parts in 
the contract. I ‘wish very much that you 
would explain to my why this is done.’ 
The reason is: one part is a term insur- 
ance premium for one year and the other 
a consideration for the privilege of re- 
newing the policy at the end of the year, 
without re-examination, as an endowment 
insurance from that date. The policy 
plainly states this. 

“You also ask: ‘I also note that you 
give a cash value of $692.00 at the end of 
the first year. Do you maintain a re- 
serve to cover this guarantee?’ A re- 
serve to cover this guarantee is accumu- 
lated from the second part of the pre- 
mium and is maintained.” 
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For the purpose of obtaining further in- 
formation from the company in regard to 
the contract issued, the following letter, 
under date of Nov. 11, was addressed to 
Mr. Gaubert by the publisher of this 


magazine. 
“In regard to the sub-division of the first 


year’s premium, you state that the first 


part is a term insurance for one year 
only. In the policy which you sent me 
the sum named is TWO HUNDRED AND 
SEVENTY-ONE DOLLARS ($271) for 
$10,000 insurance, which corresponds prac- 
tically to the ordinary life rate charged 
by other companies. I would like to ask 
if I am correct in assuming that you 
charge an ordinary life rate for term in- 
surance for one year? 

You also say that the second part of the 
premium charge for the first year ($659.20) 
is for the privilege of renewing the policy 
at the end of the year without re-exami- 
nation as endowment insurance from that 
date. 

In your letter to me of Nov. 4th you 
stated that the policy submitted: was a 
ten-year endowment policy, and upon the 
front page of the contract these words 
occur: “Endowment maturing in ten 
years,’ but if I understand your explana- 
tion of the division of the first year’s pre- 
mium, the contract is held by you to be 
a nine-year and not a ten-year endow- 
ment. 

In the sample policy which you sent me 
a cash value of SIX HUNDRBD AND 
NINETY-TWO DOLLARS ($692) is 
named at the end of the first year. You 
state that a reserve covering this guar- 
antee is accumulated from the second 
part of the first year’s premium. I would 
like to ask’ how you can accumulate $692 
out of a premium of $659.20. 

I understand that in Massachusetts you 
are operating under the so-called “‘Dewey 
Law,” which permits re-organized as- 
sessment companies to charge a term re- 
serve during the first year on new busi- 
ness until the year 1903, when the full re- 
serve must be accumulated thereafter. I 
would like to ask if, under that law, you 
charge any reserve against your company 
during the first year upon the policy 
which you have submitted for my inspec- 


tion. 


I will esteem it a favor if you can give 
these inquiries attention at your earliest 
convenience.” 

On November 18, no answer to the above 
inquiries having been received, Mr. Gau- 
bert was again addressed as follows: 
“Will you permit us to call your atten- 
tion to the fact that my letter to you of 
November 11, 1901, remains unanswered. 
I would esteem it a favor if you would 
give me a reply thereto at your earliest 
convenience.” 

Since that date we have received no re- 
ply from Mr. Gaubert or any one else 
connected with the company, in answer 
to the inquiries addressed, under date-of 
November 11. We, therefore, feel justi- 
fied in calling public attention to the fact 
that the Bankers’ Life Insurance Com- 
pany of New York, is offering for sale a 
contract, which it calls a ten-year en- 
dowment, and that when this contract is 
sold to the policyholder, it is taken by 
him on the understanding that he is pur- 
chasing a ten-year endowment policy, 
similar to that issued by standard life in- 
Surance companies; that the premium 
paid during the first year, is by the terms 
of the contract given to the insured di- 
vided into two parts, the first of which 
is an ordinary life rate of premium, which 
according to the statement made by Mr. 
Gaubert, is a premium to cover term in- 
surance for one year; that the balance of 
the premium necessary to make up the 
full ten-year endowment rate as named 
in the rate book of the company ($659.20) 
represents, according to the statement 
made by Mr. Gaubert, the cost of the 
privilege of renewing the policy as an en- 
dowment without medical re-examination; 
that a cash value of $692 is guaranteed at 
the end of the first year, which is larger 
than the rate of premium charged in ex- 
cess of the ordinary life rate which the 
company says, purchases term insurance 
for one year; that there is no evidence as 
to whether or not the company maintains 
a reserve during the first year on these 
endowment policies; but, on the contrary, 
presumptive evidence that the company 
treats these policies as term 
during the first year, and 
termed reserve thereon. 

The circumstances warrant the conclu- 


insurance 
reports no 
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sion that the Bankers’ Life is attempting 
to sell a ten-year endowment policy, con- 
taining cash guaranteed values largely in 
excess of those offered by standard life 
insurance companies of far greater finan- 
cial strength, without maintaining there- 
under the full reserve which by law these 
standard companies are required to main- 
tain, and which are essential to guarantee 
the fulfillment of the contract at matur- 
ity. And it seems to us, that this fur- 
nishes a most practical and pointed illus- 
tration of the fact, that the attempt to 
undermine sound principles of life insur- 
ance by the use of a term clause in the 
contract, in whatever form it may appear, 
is a subterfuge to obtain the reserve dur- 
ing the first year for the purpose of pay- 
ing excessive commissions to agents, and 
is clearly a deception practiced upon 
those policyholders who are induced to 
take these contracts. If the policyholder 
knew that in accepting a contract which 
has been presented to him as a ten-year 


endowment, he is, upon $10,000, at age 35, 
paying an ordinary life rate of $271, as 
the price of term insurance for one year 
and $659.20 for the privilege of renewing 
without medical re-examination, such a 
contract could not be sold, provided he 
understood also, that for the same money 
he could purchase a straight endowment 
policy in a regular company, where the 
full reserve for a ten-year endowment is 
maintained. 

This diagnosis of the 
seems to us incontrovertible upon the 
facts presented. If the company has al- 
lowed us to publicly present the matter 
without a sufficient knowledge of the 
facts, the fault does not rest with us. We 
can only explain its failure to answer 
the inquiries contained in our communica- 
tion of November 11, on the ground that 
a truthful reply would have revealed con- 
ditions which it was not prepared to dis- 
close. 


contract is, it 


MORE ABOUT THE PROVIDENT SAVINGS EXAMINATION. 


In the October number of this maga- 
zine we published an article reciting a 
number of interesting facts regarding the 
recent examination of the Provident Sav- 
ings Life Assurance Society as made by 
Mr. Walter C. Wright of Boston on be- 
half of the Tennessee and Texas insur- 
ance departments. We did so because 
these facts were important and had not 
been publicly presented elsewhere. We 
made no comment on these facts, no sug- 
gestion as to their significance, no inter- 
pretation of their meaning, allowing each 
reader of this magazine to reach his own 
conclusions upon the facts set forth. As 
one of the readers of this magazine, Mr. 
Wright has concluded that the facts, as 
stated by us, reflect upon him. § Mr. 
Wrights’ views upon the matter are ex, 
pressed in the following letters: 


Editor Insurance Press: 

Sir:—The editorial article entitled 
“Status of the Provident Savings Life,” 
which appeared in the October number of 


the Monthly Journal of Insurance Econo- 
mics, contains some decidedly and ludi- 
crously false statements of facts, and the 
comment near the close, on my opinions, 
is so warped and colored by the writer’s 
own ideas as to be a positive misrepre- 
sentation. I am not responsible for the 
writer’s error in the latter respect, but I 
suppose I could have set him right as to 
the cost of my valuation of the society’s 
policies, and my reasons for making a 
new and independent valuation, if I had 
not declined the opportunity offered me to 
examine his manuscript. 

But I am surprised that he did not 
more cautiously regard my advice, with 
which my declination was coupled, not to 
mention at all what he was not sure were 
facts, and to keep in mind that I have 
embodied in my report on the examina- 
tion all comments on the society’s condi- 
tion and affairs which were within my 
official province as examining actuary, 
and which I believed to be necessary to 
serve all good and useful purposes. 
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All facts as to the cost of the examina~- 
tion can be learned from Commissioner 
Folk of Tennessee, from whom I received 
my appointment, and he can also furnish 
any one interested therein a printed and 
correct copy of my report. He was pres- 
ent at the “consultation with the com- 
pany” referred to in the article. You will 
much oblige me by printing this letter of 
explanation. 

WALTER C. WRIGHT, 


November 14, 1901. 
Mr. Walter C. Wright, Boston, Mass. 

Dear Sir:—In a communication to the 
“Insurance Press” of New York, dated 
November 2, you state that the article in 
the October number of ‘Insurance Eco- 
nomics,” entitled “Status of the Provi- 
dent Savings Life,’’ contains some ‘“‘decid- 
edly and ludicrously false statements of 
facts.” 

In the article in question, the following 
facts relating to yourself, were stated: 

That just prior to your appointment as 
official examiner for the Tennessee De- 
partment, the Provident Savings Life 
considered with you the advisability of 
appointing you as consulting actuary; 
that pending the examination, the consid- 
eration of this matter was deferred, and 
that since the completion of the examina- 
tion, you had been appointed to this 
office. 

That the company asked you to accept 
the valuation of its policies made by the 
New York Department; that you pre- 
ferred to make an independent valuation, 
and that the major portion of the cost of 
the examination was due to this indepen- 
dent valuation. 

That during the progress of the exami- 
nation, you received a letter from Mr. 
S. W. Tate of Brooklyn, affirming that 
the statement of the Provident Savings 
Life, made to the New York Department, 
December 31, 1900, was false, and that if 
properly made, it would have shown the 
society insolvent; that these charges 
were looked into by you and some of 
them verified, but that no mention of the 
matter was made in your report concern- 
ing the examination; that an application 
has been made to vou for Mr. Tate’s let- 
ter. together with the subsequent retrac- 


tion, and that you have declined to fur- 
nish them for publication. 

That your statement made in your re- 
port of the examination in reference to 
preliminary term valuation, is accepted 
in actuarial circles, as an unqualified en- 
dorsement of this system; that you have 
heretofore publicly and privately ex- 
pressed yourself in opposition to the use 
of the reserve for first year expenses, and 
held that the reserve during the first year 
is purely a matter of mortality and in- 
terest, not related in any respect, to ex- 
pense; and stated that it was not econo- 
mically sound, to charge the excess ex- 
penditure during the first year, to the 
new policy-holder, and that you have, 
therefore, recently changed your publicly 
expressed views in regard to preliminary 
term valuation. It is also stated in this 
connection, that you have been asked if 
you desired any other interpretation of 
your present position, made public, and 
that you have said that you did not. 

Will you kindly write me at your 
earliest convenience as to which of these 
statements is false, so that we may with- 
out delay, make a correction thereof, in 
this magazine? 

HENRY H. PUTNAM, 


November 20th, 1901. 
H. H. Putnam, 
Boston, Mass. 
Dear Sir: 

I duly received and have carefully con- 
sidered your request of November 1éth, 
but I am advised that one of your state- 
ments replied to by me in my letter of 
explanation published in the Insurance 
Press, and certainly three of those made 
with regard to my personal character 
and affairs in your communication of 
October 29th to the Associated Insurance 
Press, libellous; and considering 
your failure to regard my timely warn- 
ing to you not to issue that statement, 
and your positive disregard of your writ- 
ten promise to me regarding any infor- 
mation I might privately give you, I have 
decided to decline your present invitation, 
with the one exception of informing you 
that my compensation for valuing the 
policies of the Provident Savings Life 
was in exact accordance with my adver- 
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tisement on my enclosed business card. 

My attorney has advised me to offer 
you the opportunity to make some volun- 
tary reparation by publishing in your 
own Journal, and also in the same way 
as your libellous despatch referred to 
above, the enclosed apology prepared by 
him after hearing my recital of the facts. 

Walter C. Wright, 





AN APOLOGY TO MR. WRIGHT. 

We wish to apologize to Mr. Wright for 
any reflections cast upon his business 
character and ability in our communica- 
tion of October 29th. 

With reference to his employment as 
examiner of the Provident Savings Life 
for the Tennessee and Texas insurance 
departments, and his subsequent engage- 
ment by that company as a consulting 
actuary, other facts, not there stated, 
make the transaction entirely honorable 
to Mr. Wright, and are such that they 
in no way impair the value of his report. 

Mr. Wright’s honesty and ability are 
unquestionable. 
stances” attending the severance of his 
connection with the New England Life, 
were highly creditable to Mr. Wright and 
in no way concerned his honesty. They 
proved conclusively that he had the cour- 
aze of his convictions. 

November 23, 1901. 
Mr. Walter C. Wright, 
Boston, Mass. 

Dear Sir:—We have your letter of No- 
vember 20, declining to inform us as to 
which, if any, of the statements printed 
in the October number of “Insurance Eco- 
nomics” is false. You leave us open to 
but one conclusion, namely, that they are 
correct in every particular. 

On October 4, you called at this office in 
relation to your connection with the ex- 
amination. You were then given an op- 
portunity to make any statement for pub- 
lHeation which you might choose. You 
declined to take advantage of this offer. 
On October 23, the undersigned called at 
your office and again gave you the op- 
portunity to make sucht a statement, which 
you did not accept. On October 28, you 
called at this office with your attorney, 
as you stated at the solicitation of the 


The “interesting circum- 


company, and requested us to suppress 
the announcement of your appointment 
as consulting actuary of the Provident 
Savings Life. We could not comply with 
this request, but offered to publish any 
statement which you desired to make in 
connection with such an announcement. 
This offer you again declined. Your po- 
sition made it clear to us that you and 
the company sought by intimidation to 
have these important facts relating to 
your connection with the corporation and 
its interests suppressed. Therefore we 
published them. 

We cannot of course publish the apolo 
gy which you have sent, since we have, 
as yet, nothing to apologize for. If the 
facts as stated seem to you to reflect 
upon your “business character and abil- 
ity,” that is something for which we are 
clearly not responsible. We cannot 
truthfully say, as you request, that the 
facts in connection with your examina- 
tion and appointment as consulting ac- 
tuary of the Provident Savings Life, ‘“‘in 
no way impair the value of your report.” 
We cannot conscientiously state that 
“Mr. Wright’s honesty and ability are 
unquestionable.”” We would like to say all 
these things about you and wish that we 
could. We are sorry that the facts, un- 
disputed by you, compel us to leave the 
matter just where it is. 

We understand from the statement of 
charges submitted by you that your fee 
for valuing the policies of the Provident 
Savings Life was not less than $1,000.00. 


Henry H. Putnam, 





Mr. Wright did not respond to this let- 
ter, but on November 27, George W. 
Abele, representing Mr. Wright as attor- 
ney, called and stated that Mr. Wright’s 
fee for valuing the policies of the com- 
pany at the rate of one cent per thousand 
was $967.11. One estimate that the fee 
was not less than $1000 was based on the 
assumption that the $102,327,000 of insur- 
ance reported in force by the Provident 
Savings Life on Jan. 1, 1901, had not de- 
creased at the time of the examination. 
From Mr. Wright’s statement, however, it 
appears to have fallen to $96,711,000, a de- 
crease of $5,616,000. 

















OUTLOOK FOR THE AGENCY MOVEMENT 




















A Letter, Heretofore Unpublished, Addressed to and Read Before the Recent Convention of 
the National Agents Association at Put-In-Bay. 





Resident agents have been the mission- 
aries of the business from the time when 
it required more effort to influence prop- 
erty owners to insure at all than it now 
does to prevent their getting more than 
they ought to have. They are the most 
numerous class of laborers in the insur- 
ance vineyard and constitute the personal 
circumference of the _ business. They 
reach out and touch its source of compen- 
sation and the incipiency of liability and 
deal with the insuring public more in- 
timately, directly and influentially than 
any others and consequently give local 
color, tone and character to the busi- 
ness. The local standing of the business 
they represent is pretty sure to differ very 
little from their own standard of appre- 
ciation and administraton, for as age is 
said to be more a sentiment than a con- 
dition, each being as old as he thinks he 
is, so will the business in which we are 
engaged be to ourselves surely and cer- 
tainly no better to those who learn of us 
than what we think it is. We sometimes 
meet other than agents who have so lit- 
tle pride in and enthusiasm for their 
“calling” as to almost apologize for their 
connection with it, and such men ought 
to apologize. 

Will not these State and this National 
Association, by the influence of aggre- 
gation and its tendency to make the wis- 
est and best dominant, result in a higher 
conception of the ‘importance and respon- 
‘sibility of the agency relation to our 
great and honorable’ business and 
strengthen its stand against the things 
that make for its injury and for the things 
that minister to its reputation, fair fame 
and honor. 

Will not these organizations add dig- 
nity and power to their membership along 


the legitimate lines of agency jurisdiction 
and give greater force to an influence for 
the best interests of the business which 
is peculiarly their own and which no 
other class of underwriters can so appro- 
priately or so successfully exert? 

These results are but reasonable ex- 
pectations and, therefore, your organiza- 
tion should command the sympathy and 
best wishes of all who are thoroughly in- 
terested in the business it represents. 

One of the perennial subjects to “fire” 
at insurance gatherings and prevent an 
over exuberance of hopefulness and cheer 
is that of the evils which exist in and 
afflict the business, the things which are 
not as they should be—that is, perhaps, 
the things which are not as we think 
they ought to be. It will not be denied 
that the agency relation has not reached 
the ideal, nor has human nature quite 
achieved the divine pattern set forth in 
the blessed Sermon on the Mount, and 
agency nature is not so much different 
from just common human nature as it 
ought to be—but I deliberately believe 
that agents are, as a whole, superior to 
their direct teaching and indirect obser- 
vation of insurance “as she is taught” 
from precepts compared witls example 
and from professions measured by actual 
practice, 

The business has their co-operation 
fully up to the standard of co-operation 
among companies themselves, and there 
is a large amount of conservation of the 
business with which they should be cred- 
ited, while there is more of the “ought 
not be” charged to them than they are 
responsible for. 

Agents being the circumference of the 
insurance wheel, any looseness or ‘“‘wob- 
bling’ at the hub will be increasingly 





Outlook for the Agency Movement, 25 


manifest in the rim, and thus managers 
come to think that irregularities, incon- 
sistencies and unpleasant outside features 
of the business are largely the fault of 
agents, when in fact they may be some 
of their own ‘‘wobblings’’ exemplified and 
made unhappily visible in practice. 

Agents, as a rule, fairly represent the 
ideas and policy of the office they repre- 
sent and are quick to detect the symp- 
toms of what ails their companies and 
to understand any peculiarity or vacilla- 
tion of management. They readily 
“catch on” to what is acute and what is 
chronic, what is continuing and what is 
intermittent—and, anyhow, home offices 
are rather foreclosed from ‘blaming 
things on” these outside sentinels when 
whatever passes them, challenged or un- 
challenged, finally arrives at headquar- 
ters for final disposal. 

More and more by the various schemes 
for securing premiums, commanding in- 
creased competition and compelling less 
deliberation and careful administration 
of agency offices, the individual respon- 
sibility of agents, which ought to be en- 
larged, has been lessened in making them 
come to believe that whatever their com- 
panies accept on the more or less infor- 
mation required, and whatever is left un- 
disturbed by frequent visits and inspec- 
tions of special agents, is so much well 
enough done and ended without recourse. 
They certainly have been too much en- 
couraged in the narrow’ usefulness of 
getting business by any means in the first 
place and holding it by all means after- 
wards. 

Under such stress of competition, forced 
by the demands for business behind them, 
such over-seeking for premiums _under 
varying adverse local conditions, agents 
have found their companies growing more 
yielding, and the insuring public unedu- 
cated and indifferent as to insurance 
needs, but rather intelligent: as to its 
weaknesses becoming more exacting, and, 
as force naturally tends in the direction of 
least resistence, agents have rather in- 
dulged the more exacting side of policy 
contracts, thus raising the question 
whether they are not more often than in 
“time of old” the representatives of the 
property owner and his interests than of 
their company and its interests. 


But, be there more or less, or any, 
truth in this implication, who is to blame? 

This much of suggestion carried out 
along the lines of its relevancy would 
emphasize the belief that the responsi- 
bility for most that is disturbing in the 
up-to-date agency relation lies at the 
centers of the business. Companies may 
suffer from some agency practices which 
managers can at least modify, but agents 
suffer from some company - practices 
which they cannot very well prevent. 

Specifications can be given, but it would 
include the temptation to emulate Tenny- 
son’s Brook and its “go on forever,’’ but 
here is one: An agent may spend much 
energy in counteracting the demoralizing 
local influence of some weak and dying 
company desperate for business. He may 
early and late and constantly try to save 
his business from an any-rate and any- 
form competition; he may earnestly try 
to prevent his cOmmunity from buying 
what he reasonably believes to be worth- 
less indemnity—he may do all this and 
yet his honest and praiseworthy efforts 
to enlighten his neighbors as to the com- 
peting company’s financial extremity may 
subject him to the “counter irritant” of 
the making good every policy taken 
against his warning by, perhaps, one of 
the strongest companies in his own 
agency—and this by the common practice 
of wholesale reinsurance of companies 
forced to retire. 

By this practice all companies are made 
to look alike to the insurer, for reinsur- 
ance has prevented the proper and natural 
experience of those who have considered 
any insurance good enough. It seems 
that no company can have a career too 
demoralizing, too reckless, or too indiffer- 
ent to rates or prudent practice, not to 
find decent sepulcher in reinsurance, and 
at such profit, too, as to warrant a short 
dissipated life for the net results of dying. 

This process of reinsurance rather fore- 
closes agents from being too sure that 
any company’s policies will prove worth- 
less, however plainly that company’s 
symptoms indicate near-by insolvency. 
With reinsurance as a sure last resort of 
bad management, or as the object of any 
management, «eliminated, much which 
agents have to contend with and which 
disturbs the business generally, ‘would 
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also be removed. But, I must not permit 
myself to be led into this sort of discus- 
sion just now. 

The active, solid, manifest influence of 
agents, in their nearness to the public, is 
positively needful in keeping fire insur- 
ance rightly understood as to its necessi- 
ties, purpose, and usefulness, in main- 
taining an enlightened public opinion of 
its character and in preventing legisla- 
tive hostilities and other undeserved an- 
tagonism, that I am glad to see agents 
coming together in organized association 
and thus, in a sense, multiplying their 
influence by the increased strength and 
dignity which comes from unitedness— 
and this is what may be expected from 
such an active, intelligent and deserving 
body of underwriters. 

Selfish or class legislation need not be 
feared from the organization nor is there 
much danger that it will not prove to be 
dirigible. It has certainly begun well 
and so may it continue. When I think of 
the great business of fire insurance, the 
magnitude of its transactions and the 
multitude of its details; how it deals with 
all classes of property and all sorts of 
owners; of the distance vetween its cen- 
ters and circumstances of the difficulties 
by which it is environed, I deliberately 
conclude that in spite of all the reforms 
which can be suggested, it is intelligently 
and, above all, honestly administered. In 
all the world of business none so univer- 
sally connected with and involved in the 
“infinite variety of human concerns” is 
so free from defalcation, wrong doing or 


injustice on the part of its servants. 


Looking back upor its history and noting 
what it has wrought; how it has saved 
and preserved trade, commerce and man- 
ufactures: how it has made credit pos- 
sible and traffic safe; how it has built 
cities and turned the ashes of working- 
men’s savings and rch men’s fortunes 
into gold; how it has faithfully met and 
faithfully redeemed its promises at the 
cost of millions; how reliantly it is 
leaned upon to-day by every phase of 
property—with this backward view, 
every manly man connected with it ought 
to be proud of his relation to i~ 

When I remember what ireatmenct this 
patient, burden-bearing business has re- 
ceived from even some who eat its bread 
and live upon its revenue; how its inter- 
ests have been insufficiently served by 
some who owe it loyal allegience; how 
it has been permitted to be abused, be- 
littled and preyed upon by the dishonest, 
grasping and criminal; by unjust and 
humiliating legislation; by courts in in- 
genius adverse decisions enlarging its 
burdens, tying its hands and weakening 
the judicial protection which it peculiarly 
needs and to which it is entitled; by ju- 
rors opposing their prejudices against 
law and equity, rendering appeal for sim- 
ple justice uncertain and hazardous; 
from the public belief that insurance has 
no soul to offend or backbone to resist— 
when I think of these things I can heart- 
ily welcome the helpfulness which the 
best influence of your great association 
so splendidly promises. May it indeed 
bring forth the substance of things hoped 
for and the evidence of things expected. 


eh 
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Different Phases of the Multiple Agency Problem.—T he Hartford’s Position.— Reforms Agitated in 
Cleveland, Milwaukee, Indianapolis and Elsewhere.— Other Features of the Agency Movement 





The subjoined article, together with the 
cartoon reproduced in connection there- 
with, are taken from the “Insurance 
Post” of Chicago. We present them as 
expressive of one phase of public opinion 
in fire insurance concerning the single 
agency situation: 

“THE HARTFORD IN THE WAY.” 

“Reports from several quarters agree 
that the Hartford Fire is mostly in the 
way of agency limits—as it was mostly 
in the way of them at St. Louis a few 
years since. The National Association of 
Local Fire Insurance Agents stands for 
single agjencies. Doubting if they are 
practicable in the larger cities, we have 
believed and believe that some agency 
limits must precede other much-needed 
reforms in those cities and agency limits 
elsewhere. And in defining companies, 
we would draw a hard-and-fast legal dis- 
tinction between companies’ companies 
properly organized and companies’ ‘an- 
nexes’ and ‘underwriters’ agencies’ 
without legal being. So much we made 
plain so recently as October 3d: 

“The main difficulties will be the ‘an- 
nexes’—not regularly organized and prop- 
erly constituted companies owned, con- 
trolled and even guaranteed by other 
companies, but ‘annexes’ and ‘under- 
writers’ agencies” without charters or re- 
sources or shadow of being. Under this 
legal companies’ companies 
would, of course, be entitled to represen- 
tation, while companies’ astral bodies 
would not. 

“Companies’ companies (i. e., ‘compan- 
ies owned, controlled and even guaran- 
teed by other companies’) might be re- 
stricted somewhat by compelling the par- 
ent companies to increase their reserves 
by the amount of all the reserves of the 
companies whose policies they directly 
and expressly guarantee,—but this is an- 
other story, and not pertinent to agency 


distinction, 


representation. It would be as unfair 
as useless to try to deny a company’s 
company its agency rights as a legal enti- 
ty. Denial of its right respecting that 
would be a foolish denial of its right to 
own, control, conduct and guarantee other 
companies—a right which it may exer- 
cise except in states which prohibit it. 
Companies’ companies are entitled to rep- 
resentation as separate companies by rea- 
son of their own legal being, but compan- 
ies’ ‘annexes’ and ‘underwriters’ agen- 
cies’ have no legal being for separate 
representation. 

“This brings us back to the Hartford 
Fire—or rather to the Hartford Fire’s 
long-established ‘New York Underwrit- 
ers’ Agency,’ which latter must be left 
out under the distinction which we have 
urged as fair. Its strictly legal rights are 
precious near to nihil, and there are 
strong and sensible business reasons why 
the agency-limit makers should dicrimi- 
nate between companies’ ‘underwriters’ 
without resourees of their own 
companies which have 


agencies’ 
and companies’ 
put up money on their own account. At 
St. Louis in February, ‘99, Mr. Stoddart 
made some pleasant pleas of ‘squatters’ 
rights,’ which relevant. If 
‘squatters’ rights’ in all, the 
late Capt. Black Jack Yattaw’s Bumboat 
might still be in command of the blue 
waters of Lake Michigan, and our towns- 
man, ‘Cap’n’ Streeter, might still be in 
possession of his late ‘District.’ 

“Yet, the Hartford Fire, which has 
stood in the way, and stands in the way, 
of agency limits, talks and acts as if the 
‘New York Underwriters’ Agency’ were 
a full-fledged, properly-constituted insur- 
ance company, entitled to consideration 
as such. Because Mr. Washburn, of the 
Home, could not see it so at St. Louis, 
all the good work of the St. Louis agents 
came to naught, and even those who do 


were not 
were all 
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‘*HEAD-ON,’’ 


AS IT WERE. 


Mr. Woodworth to Mr. Markham: ‘“ Keep cool, George. We're ‘all right’ and under 


full head.’’ 


Mr. Chase to Mr. Stoddard: ‘‘ Hold on, Alex. There’s going to be a concussion.”’ 
Mr. Washburn to Himself: ‘‘Looks bad for my rival. The train’s going like 


darnation.”’ 


not get up on the housetops to applaud 
Mr. Washburn, believed him dead right 
in that instance. When the National 
Board’s committee of twenty-seven got 
to the problem of dual agencies in May, 
1900, the Hartford Fire again got itself in 
the way and stuck there. Strangely 
enough, too, Mr. Chase was reported as 
claiming more privileges for the Hart- 
ford’s ‘Underwriters’ Agency’ than the 
Royal for the Queen or the German- 
American for the German Alliance. Our 
question of May 18, 1900, was therefore 
pertinent: ‘With the Queen, which is a 
whole company, but a half a company un- 
der the proposed agency-limit, how 
could the ‘New York Underwriters’ 
Agency,’ which is no company, be a 
whole company employing two agents?’ 

“Since the Put-in-Bay meeting, the 
National Association of Local Agents has 
returned to the question of agency limits 
with much vigor. President Markham 
and several of the committeemen have 
found most of the companies ripe for re- 


form, and many are wondering whether 
the Hartford Fire can afford to stand 
against most agents’ wishes and most 
companies’ desires. If it elects to do that, 
the solution of the multiple-agency diffi- 
culties may be obliged to await Time’s 
test of greedy-gut underwriting.” 


st es 


Multiple Agencies in Cleveland. 

An effort is now being made by promi- 
nent fire insurance agents in Cleveland 
to place all company representation in 
that city upon a single agency basis. 
The present movement is in the hands of 
about 15 out of 109 agencies in the city. 
At a recent meeting an agreement was 
drawn up to be circulated for signatures, 
to the effect that the signers agree, on 
or before Jan. 1 next, to use every effort 
to bring their company representation to 
tthe sole agency basis. It was agreed 
that after this paper had been signed by 
agents representing 2-3 of the premium 
income of Cleveland, the signers would 
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immediately take up the matter with 
their respective companies. 

The multiple agency question in Cleve- 
land is quite a serious one. A few of the 
offices are on a sole agency basis with 
most of their companies. There are 116 
companies doing business in Cleveland 
The following tabula- 
the extent of the multiple 


and 109 agencies. 

tion shows 

agencies. 
44 companies have 
16 ~ ne 
17 ~~ “ 
13 


agent. 
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These figures do not take into consid- 
eration either subsidiary companies or 
underwriters agencies. The Cleveland 
agents propose, if it is possible, to bring 
the city to a single agency basis, and they 
believe it can be done with sufficient co- 
operation. One agent 
says: 

“IT am in hearty sympathy with the 
movement myself and only have one 
double-header in my agency. I am in fa- 
vor of the definition of a sole agency as 
promulgated by the National Association. 
Although Cleveland is quite a large city, 
I think it none too large for sole agencies. 
We have a few companies which are so 
eager for preferred business that they 
probably would not consent to any ma- 
terial reduction in the number of their 
representatives at the present time; but 
if the matter is rightiy handled we can, 
I think induce the companies to make 
concessions. Personally, I believe pre- 
ferred rates should be reduced until they 
are no longer preferred. This is really 
one of the worst stumbling blocks in the 
way of single agencies. Many companies 
are now paying a flat commission of 25 
per cent. and some as high as 35 per 
cent. for preferred business. If preferred 
rates could be reduced to a proper level, 
I am one among a large number of agents 
in this city who would be perfectly wil- 


prominent local 


ling to accept a 15 per cent. commission 
with sole agencies.” 

It has been suggested to those who 
are prominent in the single agency move- 
ment in Cleveland that a dual agency 
system would be likely to receive more 
co-operation from the companies than 
the extreme measure proposed. This 
compromise was considered. by the 
agents, but it was finally deemed best 
to exert all efforts toward securing a 
single agency representation. 
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Milwaukee’s Point of View. 

Local agents in Milwaukee are endeay- 
oring to establish a sole agency rule in 
that city. In a few cases local offices are 
already upon a single agency basis, and 
many others are tending in that direction. 
Mr. E. J. Tapping, ex-president of the 
State association and vice-president of 
the National association, has recently 
discussed the situation in Milwaukee, and 
brought out one or two points in regard 
to the general subject which are interest- 
ing and somewhat novel. He takes up 
the question from the standpoint of the 
assured. He thinks the property owner 
has an interest single 
agencies because it will tend to reduce 
rates. He contends that excessive ex- 
pense produces high rates, and that ex- 
cessive expense is: a natural concomitant 
of the multiple agency system. He says: 
“While it is impossible to state the exact 
reduction in rates which would follow 
the general adoption of a sole agency 
plan, yet it is safe to predict that mer- 
cantile and manufacturing risks would 
be benefitted not less than 10 per cent., 
while dwellings, churches, etc., could 
easily be insured at one-half of the pres- 
ent rates.” 

Mr. Tapping contends that the insur- 
ing public ought to place its business 
with companies represented on the sole 
agency basis, on the ground that it will 
tend td reduce rates; that the sole agency 
reform, including this reduction in rates, 
can be brought about in an unusually 
short time if policy-holders will insist on 
insuring only with the sole agency com- 
panies. He says: ‘“‘ When companies 
that are still maintaining two, three, four, 


in promoting 
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and in some cases, nine or ten agencies, 
realize that the public has at last been 


aroused to a full appreciation of the fact _ 


that multiple agencies inevitably breed 
high commissions, and high commissions 
increase the expense of conducting the 
business, and that in this increase the ex- 
pense is always included in the rate, 
then and then only will these companies 
whose greed for business is such that 
they do not hesitate to force useless ex- 
pense upon the insuring public, change 
their methods and conduct their business 
upon the sole agency plan.” 


et SF 


Agitation in New York State. 

The secretary of the New York State as- 
sociation, Mr. L. G.. Leonard, has inter- 
ested himself in promoting a conference 
for the purpose of furthering the multiple 
agency reform in that state. At his sug- 
gestion a number of local boards have 
adopted resolutions against dual and mul- 
tiple agencies, and have asked the State 
association to confer with committees ap- 
pointed by 
means whereby the sole agency system 
may be put into force in different locali- 
ties. In New York state some of the local 
agents themselves stand in the way of an 
but a 
majority, together with many companies, 
are willing to take some action towards 
reforming existing conditions. It is hoped 
ky conference to device some 
step which can be taken uniformly in dif- 
ferent parts of the state, and which will 
tend to diminish the multiplication of 
company appointments. 


local associations to devise 


effective reform in this respect, 


affective 
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Indianapolis to Take Action. 

The question of single agencies is at- 
tracting attention in the city of Indian- 
It is stated in “Rough Notes” 
that one-half of the companies represent- 
ed in that city are now maintaining but 
one agency, while of the balance, more 
than half have but two agents. Under 
these circumstances, it is considered quite 
reasonable to expect that some progress 
can be made towards bringing all com- 
panies to a single agency basis. As the 
situation at present stands, there are 52 


apolis. 


companies doing business in Indianapolis 
which maintain but one agency, 30 com- 
panies which maintain but two agencies, 
9 companies maintaining three agencies 
in the city, 10 companies 4 agencies, 5 
companies 5 agencies, and one company 
has 7 agencies. 
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Multiple Agents.— John C. North. 

No subject has been before our State 
association which has called for more wis- 
dom and patience in its discussion than 
that of multiple agents. We have not 
yet reached any solution that is satisfac- 
tory to all interested, but we believe that 
the discussion has borne fruit in the 
gradual crystalization of opinion that the 
single agency idea must prevail, and as 
a result, we are seeing one company after 
another voluntarily putting its agencies 
upon a single agency footing. One of the 
most important measures adopted by the 
Put-in-Bay Convention in October, was to 
appoint a committee of conference with a 
view to discussing this important ques- 
tion with the company organizations. 
We can only hope to bring about reform 
along this line by our hearty support and 
loyalty to the National and State associa- 
better 
handle this question than any other agen- 
The multiplicity of 
agents is without doubt one of the grow- 
ing evils in our business which bids fair 
to revolutionize the entire agency sys- 
tem in a few years, if the present pace 
Thirty-four appoint- 
ments have been made in the city of New 
Haven alone during the past three years; 
some companies many as 
twelve agents in that city. Although it 
is true that the sentiment is changing in 
favor of the single agency, yet 'we do not 
see any signs of reform in some localities. 


tions, who can, in my opinion, 


cy now available. 
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The Movement in Connecticut. 


The Connecticut Local Agency Associ- 
ation held its annual meeting in New 


Haven, November 21. The association to- 
day has a membership of 105, represent- 
ing the cream of the agents in the State. 
It is undoubtedly one of the strongest as- 


sociations in the country. This is due to 
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the character of the men engaged in the 
movement in general, and in particular, 
to the good judgment shown by the first 
president of the organization, Mr. John 
Cc. North, and his associate officials. They 
have served the association two years and 
a half and have given its affairs an unu- 
sually wise direction. 

The Connecticut Association is one of 
the strongest supporters of the national 
movement and is among the first of the 
local associations to approve the new by- 
law of the National association, providing 
for the supervision of State legislation. A 
year ago the Connecticut association 
adopted a strong resolution endorsing the 
single agency definition adopted by the 
National Association at Milwaukee. This 
acticn was particularly significant in 
view of the geographical location of the 
organization. At its annual 
tnis year the Association reaffirmed its 
endorsement of the single agency defi- 
nition. 

The possibility of increasing the mem- 
bership was discussed, and reports in re- 
gard to this matter were received frum 
representatives of different counties 
throughout the State. As a result, it was 
to appoint a committee cf 
three for each county, whose duty it 
should be to interest outsiders in the or- 


meeting 


cencluced 


e2vnizat-cn. 

While the Connecticut Association has 
n jurisdiction over the question of rates, 
the »sratter was touched upon at the an- 
mua: nieeting in a resolution asking the 
New England Insurance Exchange, in the 
application of its:-new schedules, to apply 
these schedules more equitably. As the 
result of the general movement ia favor 
of increased rates or unprofitable classes, 
ihe Eychange has recently adoptel sched- 
ul}s for a number of special huzards. 
The results worked out under these 
senedvles have attracted the attention 
of local agents, and it has wse**ned 19 
tiem that in some cases the -at2s.pro- 
duced were not actually jus‘tiiea py the 
condiicns of the hazards. Tae r-se'u- 
ticn adopted bythe Connecticnc Asscia- 
th.n requests the Exchange to modify its 
ratings if the inconsistencies pointed out 
are man. estly real. 

An interesting brokerage resolution was 


brought before the association, but, at the 
request of the committee on resolutions, 
was ‘withdrawn. The action suggested 


* recommended that the National Associa- 


tion of Local Fire Insurance Agents is- 
sue certificates to brokers, constituting 
them, in effect, associate members and 
entitling them to a stated commissioa 
upon business placed with local agents. 
The proposition was introduced by a Con- 
necticut agent who has brokerage inter- 
ests in New York City, and is, therefore, 
ar interesting indication of prevailing 
opirion in regard to the solution of the. 
brokerage question. 

Mr. North was not renominated for 
the presidency of the Association tais 
year, at his own request and against the 
protest of all the members whose confi- 
dence he has thoroughly secured. His 
successor, Mr. E. W. Beardsley of Hart- 
ford, is one of the strongest and most ac- 
tive men in the association, and during 
the past two years has actively sup- 
ported Mr. North in his work. 

The work of the association’s committee 
on legislation during the past year has 
attracted favorable comment among 
members, who feel that the results ac- 
complished in the matter of State legis- 
lation alone, justify the existence of the 
association and commend it favorably 
to local agents. 
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Proposed New England Association. 

The first definite step towards the or- 
ganization of the New England associa- 
tion of local agents has been taken. The 
Connecticut association has adopted a re- 
solution providing for the appointment of 
a committee to confer with similar com- 
mittees from other State associations in 
New England, regarding the advisability 
of organizing an association to cover the 
whole territory. 

The proposition thus brought to a head 
has been agitated for some time; in fact, 
it was discussed before any State asso- 


‘ciations were organized in New England. 


The purpose of the project is to strength- 
en the whole movement in this section. 
New England is a compact territory and 
is covered by a strong company organi- 


zation comprised of special agents—the 
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New England Insurance Exchange. The 
interests of agents in this section are 
largely homogeneous. The organization 
of a New England association would en- 
able the agents to act more unitedly in re- 
gard to those questions affecting equally 
the interests of all New England agents. 
It is not designed in any way to take 
away the present force and efficiency of 
the State associations, but to give them 
greater cohesive power. It will enable 
representatives of the larger body to con- 
fer with the company organizations upon 
more equal terms, and to put into effect 
to better advantage those propositions 
which may be agreed upon. 

The proposed movement does not, in 
any sense, involve a separation from the 
national movement. All the New Eng- 
land associations are strong supporters of 
They recognize that 
there are certain large questions in the 
business of insurance in which agents 
throughout the country are interested, 
and that the only method of protecting 
and fostering those interests is through 
the medium of a strong association to 
which all the State and sectional associa- 
tions accord a hearty support. The New 
England association, if organized, will co- 


the national body. 


operate with the National association in 
every respect and will only attempt to 
deal independently with those questions 
which are of particular interest to New 
England agents. 

The proposition to form a New England 
association upon the lines suggested is 
one which should receive the endorsement 
and support of all New England agents. 
It-will help the movement as a whole, and 
will strengthen the position of every 
agent who is identified with that move- 
ment. 


& & & 
Schedule Rating.— John C. North. 


For years underwriters have been the- 
orizing over a more scientific method of 


rating, and all will welcome the day when 
the hap-hazard methods now employed 
can be supplanted by a reasonable and 
comprehensive system, by which every 
rate shall be made, and every insurer 
can be shown why he pays more or less 
than his competitor. This is the ideal for 
which all thinking underwriters are today 
reaching out, and every agent of this as- 
sociation will, I am sure, welcome that 
day when he can give his customer a 
good substantial reason for the rate es- 
tablished. The period of theorizing, we 
are now led to believe, is passing, and a 
new schedule is now being applied. We 
shall soon see what has been brought 
forth after so much labor. Let us wait 
with patience the outcome of this test of 
the new schedule, and let us trust that 
the assured, the companies and the 
agents all alike will be properly protect- 
ed, and their interests subserved. If it 
is administrated with skillful hands, it 
will be a great step in the right direction, 
and this association should stand pledged 
to support those who are endeavoring to 
bring order out of chaos by this metaod 
of rating. If, however, we find, that in 
our opinion, it is being unwisely admin- 
istrated or applied (as is suspected by 
some) then it is our duty to our patrons 


. and customers to seek a conference with 


those who have it in their power to rem- 
edy any such injustice. Such a confer- 
ence, I believe, would not be refused if 
requested by the Connecticut State As- 
sociation, which desires only that justice 
to both companies and the policyholder 
be maintained by any system of rating. 

While we admit that this association 
has no jurisdiction whatever over the 
question of individual rates, yet as local 
agents we are deeply interested in the ef- 
forts, now being made to improve the 
methods now existing, by those to whom 
this power has been delegated by the 
companies. 
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